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the week 
with... 



2 V ? Asian economic flu 

Can China stay immune 
from the contagion? 


tags 19 
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German smoking 

The weakness of the 
anti-tobacco lobby 
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. WORLD NEWS 

Nato chief urges 
^setting up of 
/peacekeeping 
/police force 

. ” ; The in taxational community 

- should consider establishing a 

. - permanent police force to assist 
in resolving crises such as the 
• . Bosnian conflict, Nato’s sec- 
retary-gmeral said. Javier Solatia 
'.'said such a force canid coznple- 
- .^Wment the work of international 
^•peacekeeping forces and bolster 
efforts to restore order after civil 
conflict. Page 20 

Minton doubt over fast-track 

The outcome of US president Bin 
Clinton’s drive to win so-chlled 
fast-track trade negotiating 
' authority was so uncertain that 
c even he raised the possibility of 
"• pulling oat Page 4 . 

Romania calls for EU ohookm 

The European Commission 
should consider an annual exami- 
nation of countries that want to 
. - join the European Union, said 
‘ • President Emil Constantmescu of 
Romania. Page 3; Editorial Com- 
. raent. Page 19 

Russia sacks na v al chief 

Russia's chief naval officer was 
sacked over the weekend, raising 
suspicions that Moscow is 
anhappy with the pace of mfli- 
:ary reform in the navy. Page 2 

- huckm to go unpunished 

4s the French truckers blockade 
jnded in the wake of an outline 
nay deal, the Jospin government 

■ ;ave no hint of prosecuting those 
- »ho had cut off the country's 

Kxmamlc arteries for five days. 
Page 20 

China to dtecuns trade 

China’s commercial relations 
Adth Russia and Japan will be at 
he top of Bering's diplomatic 
rgenda this week as file country 
'welcomes President Boris Yett- 
dn and prime minister Li Peng 
Tisrts Tokyo. Page 4 

Buropo uryd to Iso m from US 

.Europe has been urged by Roman 
. . Herzog, the German president, to 
.IfiBiaSoiQ the US experience and 
' oreak out of the cycle of sluggish 

■ jconomic growth and high unem- 
doyment by adopting .policies 
hat promote entrepreneurial and 
.echnological dynamism. Page S 

Faglit safety talks 

Aviation regulators from 138 
countries begin a three-day meet- 
ing in Montreal today to discuss 
ways of reducing the number of 
airline cradles, which reached . . 
record levels last year. Page 8 



Turkey wImwb cmpafpiw 

Turkey bowed to European pres- 
sure to free a prominent human 
- rights campaigner jailed last 
month for 22 years after calling 
for a peaceful settlement of the 
Kurdish conflict in the country's 
south-east Page 3 

Colombia asks Cuba for help 

Colombia's president Ernesto 
Samper has called an Cuba's 
leader Fide] Castro to help nego- 
tiate a settlement to Colombia's 
guerrilla war. Mr Samper said he 
held talks with a “group of 
friendly countries” at the Ibero- 
American summit Trade pact 
Page 20 

hiMlI MPa launch movement 

A group of Israeli parliamentar- 
ians and public figures launched 
a movement which will press the 
government unilat erally to with- 
draw troops from Israel’s self- 
declared security zone in south 
Lebanon. Page 3 

Thai PM warns on economy 

Thailand ’s new prime minister, 
Chuan Leekpai, promised to 
work closely with the Interna- 
tional Monetary Fund to restore 
confidence In tne country's shaky 
financial system. He warned that 
there were no easy solutions to 
the country’s precarious eco- 
nomic situation. Page 4; 

Observer, Page 19 
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BUSINESS NEWS 


Apple to unveil 
new products 
and an internet 
selling plan 

Apple Computer, struggling US 
personal computer company, is 
today set to unvefi new products 
and a p lan to m 1| directly to cus- 
tomers via the internet Chair- ' 
man Steve Jobs Is expected to 
use the event to outline the direc- 
tion of the company. Page 21 - 

BMW, German carmaker, 
scotched speculation that it 
might be interested in aa 
UK engineering group Vi 
Page 21 


South America’s two largest 
trade blocs, are to redouble 
efforts to form a single free trade 
area. Page 20 

London Slock Wxotwnw may 

change the way large share bar- 
gains are settled after pressure 
from leading stockbrokers to cut 
dealing costs. Pi«e 8 

Dutch f ina n ci al a uthortti oi are 

to tighten controls cm the invest- 
ment industry after acknowledg- 
ing evidence of fraud, insider 
d ealing and money laundering. 
Page 2 

Bortotemaan and Kirch, 

German media groups, s igned 
final contracts for a digital 
pay-TV partnership. Tne deal will 
be passed to European and Ger- 
man competition authorities. 


mining group 
which has expanded rapidly in 
Bulgaria and Spain, is seeking a 
listing m the London Stock 
Exchange. Page 22 

The Cxoob RopuMc is to 

reform its financial markets in 
an attempt to speed company 
restructuring and to repair tiie 
country's image. Page 2 

■— a q inte rn ationa l , subsidiary 
of IsrabTs state-owned telecom- 
munications company Bezeq, dis- 
torted prices. Israel's antitrust 

mmminKinmPfr Page 22 

Bear at e ama , US securities 
firm, plans to step up its expan- 
sion plans in London on the hack 
of strong growth. Page 23 

PnrUpi A CafeWal, UK. 

investment group, is to launch a 
$68m emerging market fond to 
invest in Romania, Page 22 

Nomura is preparing the biggest 
sterling-denominated junk bond 
issue yet to help refinance its 
£7D0rn ($1.16hn) purchase of UK 
betting business William Hill 
from Brent Walker, Page 22 


is set to ''disallow" 
proposed US investigations into 
whether national ati company 
Fetronas 1 b liable to sanctions 
because of planned investment in 
Iran’s nil and ggg industry. 


British Sky 
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executive Sam Chisholm is to 
step down earlier than expected. 
He wiH be succeeded this week 
_ Mark Booth from Japanese 
satellite TV group JSkyB. 

Page 22 

Cued, Italian luxury goods 
group, Med to restrict share- 
holders’ voting rights. Page 23 

Bangkok Land, developer of an 
ambitious satellite city near the 
Thai capital, ia today expected to 
miss an interest payment cm a 
Eurobond. Page 21 

National P ow er Cor por ati on, 

the Philippines' largest state- 
owned utility, said its privatisa- 
tion plans had been hit by a 
Supreme Court ruling which 
overturned oil industry deregu- 
lation. Page 22 

JapanaM shipping co m p «d o s 

Mitsui OSK and Kawasaki Risen 
plan to resume paying dividends 
after gaps of fhre and 16 years. 
Page 23 


Tta owt stavs to mwnw: : 
cofranciMrftlnaetMgaiato . 

njacfantsn twswwr apkort 
wmfcgrt nrnrcyh tte gfem. 
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The FinrWsft markka dropped bock taa: week to Just P.91 pwcwrt abov* its canb»] 
rate against the grid's weakest currency, the Dutch gutter, AS current** except 
tfw Irish punt are within 1 per cant of thrir central me* Cwienobo. Page 27 
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US and European equities set to come under pressure today 


Markets face 
another tense 
week as Seoul 
is hit by slide 


Markets east and west head south 


Brazil 

BovespafOOQ) 

14 



Japan 

NBdcal 225 Average {*000) 
21 ~ 


By Gary Moad In London 

Global equity traders face 
another fraught week aa the 

A«ri«n ftivanritll Crisis COUtinUBS 

to reverberate across stock 
markets. South Korea became the 
latest casualty on Saturday, with 
a &9 per cent slide in Seoul. 

US and European equity mar- 
kets are expected to came under 
downward pressure again today, 
in what analysts say is a precari- 
ous fin»»rfai environment 

“It's dear things are vary frag- 
ile,” said Giles Keating, London- 
based chief economist at Credit 
Suisse First Boston. “We have a 
US economy that by any conven- 
tional definition is at risk from 
iwfi«tinr> imd what ia happening 
in Aria comes at what feels like 
quite a riwrtuhffiiring moment.” 

The Seoul bourse - the only 
significant stock market open on 
Saturday - ended the day with 
the Kospl index 19.93 points down 
at 495.70. At one stage It had been 
down 36X12 prints, or 7 per cent. 

- Since the start of 1997 the 
Seoul market has declined by 
almost 21 per cent Many local 
analysts expect the index to fall 
below 460 tills week - a level not 
seen since 1987. South Korea’s 


currency, the won, has fallen by 
7.2 cent against the US dollar 
over the past month ynd is now 
at an all-time low of 979.90. 

The weakness in South Korean 
equities followed Friday's slide in 
Japan, where the Nikkei 226 
index fell 4J per cent and dipped 
through the psychologically key 
16,000 marie before closing at its 
lowest level far two years. The 
banking sector lost 69 per cent 

On Friday a 3.0 pa- cent slide 
On the U»ng S*»ng Tnriwr in Hong 
Kong contributed to further 
nerves on Wall Street, where the 
Dow Jones Index suffered a L3 
per cent fall 

Emerging market economies 
are particularly vulnerable, 
according to economists. In 
Brazil, shares have last almost 30 
per cent of their value in the past 
two weeks. 

The Brazilian government Is 
today due to annotmop a series of 
budget cuts before markets open, 
aiming to calm investors’ nerves. 
The expectation is feu a package 
of measures for 1998 Including 
spending cuts, tax increases and 
reduced subsidies worth $8hm to 
$10hn. However, local analysts 
fear the revelation that Banco 
Garantia - arguably Brazil's 



leading investment bank - will 
this week seek a R$5Qm ($45m) 
capital increase, to cover losses 
incurred over the last two weeks, 
will add to the gloom. 

In the UK, analysts yesterday 
anticipated more of the volatility 
seen over the past two weeks, 
though with a downward ten- 
dency. “There is a lot of down- 
side wHU to come,” said Richard 
Jeffrey, group chief economist at 
Charterhouse. “Another 10 per 
cent can easily come off equities 
in the UK this week.” 

In the US, some economists 
believe that equity markets will 
be kit to their own devices, at 
least in the short term, without 
official intervention to shore 
them up. A clearer indication of 
how policymakers will respond is 


expected to emerge on Wednes- 
day when the Federal Reserve’s 
Open Market Committee meets to 
discuss interest rates. 

Giles Keating added: “There is 
an enormous weight on tbe 
shoulders of Alan Greenspan 
[chairman of the US Federal 
Reserve l I think he is perfectly 
happy to see global equity 
markets fall a bit, but he will also 
be aware that there are danger 
spots all around the world - not 
just Korea and Japan, but also 
Russia and Brazil.” 

Additional reporting by John 
Burton in Seoul Gillian Tett in 
Tokyo and Geoff Dyer in Sdo 
Paulo. 


Beijing jitters, Page 19 
World stocks. Page 24 


Iraq ready for confrontation with US 

Clinton seeks UN support as reconnaissance aircraft prepare for flights 


By Brocc Clark In Washington 

Iraq said yesterday it was 
preparing far confrontation as US 
reconnaissance aircraft were set 
to resume fli g hts over Iraqi terri- 
tory «ori the C | i ^yin administra- 
tion sought UN support for fur- 
ther pressure cm B aghdad. 

President Saddam Hussein said 
Iraq had been “put in a situation 
in which it has to choose 
between a life with dignity and 
honour, or confrontation of all 
possibilities," according to the 
official news agency INA. 

He also told members of his 
Revolutionary Command Council 
and ruling Ba’ath party that “our 



Anti-US demonstrators display 
picture of Saddam Hussein 


Inside 


COMMENT & ANALYSIS 


decision is defensive and not an 
attack on America”. 

President Bill Clinton said in 
an interview broadcast earlier 
that he expected decisive mea- 
sures by the United Nations to 
force the Iraqi leader to comply 
with its sanctions regime. 

“I expect the UN to take very 
strong and unambiguous action 
to make it perfectly clear that he 
has to amply,” Mr Clinton said. 
“If he doesn’t, then the world 
community will have to take 
same action.” 

The newspaper of Iraq’s ruling 
Ba’ath party said Baghdad had 
“put its air defensive systems on 
alert to shoot at any hostile tar- 
get that may appear in Iraqi 
spaces, whatever its kind and 
nationality". Tbe report in the al- 
Thawra newspaper was clearly a 
warning before resumption today 
of reconnaissance flights by high- 
altitude U-2 aircraft, carried out 
by the US on behalf of the UN. 

The flights have been 
suspended since Tuesday for the 
duration of an unsuccessful dip- 
lomatic mission that was atwie d 

at persuading Iraq to resume 
cooperation with the UN’s arms 
inspection team and to abandon 
its insistence that US members 
be excluded. 

Mr Clinton stressed that US 
efforts to isolate Iraq ware of ben- 
efit to other nations, and said the 
Iraqi leader would not succeed in 
dividing the coalition ranged 
against him. “Tve been impressed 


■m: 


by tile unity of the world commu- 
nity." he said. 

Tony Blair, the UK prime min- 
ister, upheld that view in a letter 
to Mr Clinton, saying: “I have no 
doubt that, as in the past, we 
must stand absolutely firm and 
absolutely together." 

Mr Clinton said President Sad- 
dam “may be trying to divide the 
coalition . . . with the promise 
that he will sell oil at good prices 
and make money for other coun- 
tries". This was a clear reference 


to the keenness of UN Security 
Council members France and 
Russia to see sanctions lifted. 

Mr Clinton received broad 
backing at home for military 
action, if necessary. Trent Lott, 
the Senate majority leader, said 
that if the president were to 
order a punitive strike: ‘1 think 
the Congress would support him 
In a very bipartisan way.” 

Moral high ground. Page 6 
Oil prospects, Page 25 


Today’s Survey 

Norway: Oil riches 
buy more time 

Page 9-11 


CBOT set 
for clash 
oyer alleged 
‘deficient’ 
monitoring 

By Nikki Tait in Chicago 

The Chicago Board of Trade, the 
world's biggest futures market, 
is set for a clash with its regula- 
tor after being told Its trader 
monitoring systems were "defi- 
cient’ 1 and being ordered to 
change the terms of some grain 
contracts. 

The market’s board will meet 
on Wednesday to discuss the two 
rulings made by the Commodity 
Futures Trading Commission, 
which regulates the Bector in the 
OS. 

Pat Arbor, CBOT chairman, 
lashed out at both decisions, say- 
ing: “We are operating a busi- 
ness, not a public utility. The 
CBOT should be able to create its 
own contracts." 

He warned that any clamp- 
down on trading activities could 
“adversely impact the efficiency 
and liquidity of tbe world’s most 
active futures contracts”. 

Tensions between the regula- 
tor and the CBOT have been 
escalating, and the two rulings 
made at the end of last week 
seem set to Inflame t he si tuation. 

In the rulings, the CFTC said it 
proposed to give the CBOT only 
very limited exemption from a 
blanket ban on dual trading, 
because of its “deficient" moni- 
toring systems and physical 
observation of trading areas. 

Dual trading is when brokers 
trade for their own accounts at 
the same time as they trade on 
behalf of customers. The ethics 
of dnal trading were questioned 
in the late 1980s after an investi- 
gation of trading abuses at the 
Chicago exchanges. 

A federal law outlawed the 
practice two years ago bnt 
allowed for exemptions If 
exchanges could demonstrate 
that surveillance arrangements 
could establish exactly when 
trades occurred. 

The Chicago Mercantile 
Exchange, the CBOT's local 
rival, has already curtailed dual 
trading in its most active mar- 
kets, but the practice continues 
unabated at the CB OT. 

In its ruling, tbe CFTC found 
that only 87 per cent of trading 
cards were submitted to CBOT 
clearing members and time- 
stamped as promptly as the law 
requires. It also said daily 
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NEWS: EUROPE 



Czechs plan wide reforms of financial markets 


By Robert Anderson in Prague 

The Czech Republic is embarking on a 
series of far-reaching reforms of its 
financial markets aimed at accelerating 
company restructuring and repairing 
its tarnished image among interna- 
tional investors. 

The government has been criticised 
for the sluggish pace of reform after 
the inadequacies of the country's pri- 
vatisation model were exposed in the 
spring by a currency crisis and a series 
of frauds. However, under Ivan Pilip, 
the new finance minister, the planned 
reforms are being finalised and he 
says: "There is now a political willing- 


ness to continue with reform." 

The changes are designed to stop 
banks and their investment funds con- 
trolling non-financial companies and 
perhaps Impeding restructuring by 
drip-feeding them with loans while 
blocking consolidation of sharehold- 
ings or equity issues. The measures 
foreshadow an even more fundamental 
change towards the end of the month, 
when the cabinet is expected to finalisA 
its proposals for privatising the 
remaining three biggest state banks. 

Last week the lower house of parlia- 
ment passed an amendment to the 
Banking Act which from January 1 
wilt 


• stop banks controlling more than 60 
per cent of the shares of non-financial 
companies; 

• limit their exposure to any one non- 
financial company to 15 per cent of the 
bank’s capital and. in addition, limit 
the total value of all stakes of 10 per 
cent or more held by a bank In non-fi- 
nanrial companies to 60 per cent of its 
capital; 

• prevent banks appointing their 
employees to the boards of non-finan- 
cial companies; 

• force banks to set up Chinese walls 
between investment and commercial 
banking activities and to separate pro- 
prietary and non-proprietary trading. 


The cabinet last week also agreed to 
put an amendment before parliament 
which would force investment fun d s , 
which analysts estimate control 18 of 
the top 60 Czech companies, to 
decrease their holdings in any erne com- 
pany to 11 per cent from 20 per cent 

It ai«n proposed that the funds, in 
which Czechs exchanged their privati- 
sation vouchers for shares, should have 
to sell their holdings and give the pro- 
ceeds to their fundholders if their share 
price was at a 40 par cent discount to 
the net asset value over a three-month 
average. 

Many funds are trading at huge dis- 
counts because of worries about the 


competence and' probity of their man- 


The measures will boost the liquidity 
of the stagnant stock market by forcing 
banks and investment funds to sell 
large industrial holdings within three 
years. Kamil Goca, of Prague-based 
stockbroker Wood & Company, said: 
"This will force the fluids not Just to 
decrease stakes below 11 per cent but 
to sell the whole stake." 

This week the parliament is expected 
to agree to the creation of a regulatory 
body which from'February will oversee 
the entire finanri al sector except for 
the banks, which are supervised by the 
central bank. The body's independence 


Stated by the Bnance tnWsW. and 
S^s'^oSetayed 

mSaTwii be'seen by foreign toyes- 
SSfiZr* sign that the government is 

more transparent and clamping 
down *01, 'malpractice. 

investors have been W «*£• OwJi 
Republic this year, partly b«au^ « 
the economic slowdown and currency 

crisis, but also because ^ 

JS at banks and investment funds 

which the authorities proved unable to 
stop or punish properly. 


ECB row points to 
problems for Emu 

France and Germany are still disagreeing on 
fundamentals, reports Wolfgang Miinchau 


L ast week's dispute 
over the nomination 
of Jean-Ctaude Trie- 
het. governor of tbe Bank of 
France, for the presidency of 
the European Central Bank 
(ECB) is a sign of the prob- 
lems on the path to Euro- 
pean economic and mone- 
tary union. 

EU monetary officials still 
insist that Emu remains on 
track for a scheduled start in 
1999. But privately, central 
bankers express concern 
that it might not work suc- 
cessfully if France and Ger- 
many continue to disagree 
on fundamental issues of 
economic policy. 

President Jacques Chirac 
has nominated Mr Tricbet as 
a candidate against Wim 
Duisenberg, president of the 
European Monetary Institute 
(Emi). the forerunner of the 
ECB. Mr Trichet's reputation 
as a central banker differs 
little from Mr Duisenberg’s. 
But his nomination at this 
late stage has politicised the 
process, and caused alien- 
ation in Germany, Austria 
and the Benelux countries, 
which have traditionally pre- 
ferred a more apolitical pro- 
cess. 

According to the Maas- 
tricht Treaty, the top ECB 
officials are supposed to act 
without national prejudice. 
The treaty says specifically 
that the six members of the 
executive board - tbe presi- 
dent, fhe'vice^) resident and 
four other members - must 
not take instruction from 
politicians. French insis- 
tence that the ECB president 
should be a French national 
sits uneasy with the treaty's 
unambiguously strong 
notion of central bank inde- 
pendence. 

French unease about the 
ECB is matched by German 
unease about Emu's mem- 
bership base. German offi- 
cials still express deep reser- 
vations of a wide Emu of up 
to 11 members. Excluded 


from this list of 11 are only 
Greece, which does not fulfil 
the Maastricht convergence 
criteria, and the UK, Sweden 
and Denmark, which have 
ruled themselves out of the 
first wave. 

Financial markets have 
discounted a starting group 
of 11. But German officials 
doubt that a monetary union 
made up of Germany and 
Italy from the start would 
stand a chance of success. 
They aTgue that the 
southern European countries 
continue to suffer deep- 
seated structural problems, 
despite progress towards 
lower public-sector deficits 
and lower inflation. 

Bank officials 
are supposed to 
act without 
national 
prejudice 

The European Commission 
and the Emi will both Issue 
convergence reports early 
next year on the progress 
which EU conn tries have 
made in fulfilling the Maas- 
tricht criteria. 

A European monetary offi- 
cial indicated that sustaina- 
bility would play a much 
greater role in this evalua- 
tion exercise than Is antid- 
pated'th financed ^markets. 
Another EU official cau- 
tioned that the question of 
membership appeared not 
nearly as settled as the mar- 
kets expect 

The question of initial 
membership remains an area 
of particular disagreement 
between France and Ger- 
many. 

France is keen to include 
Spain. Portugal and Italy as 
part of the first wave of 
Emu, partly to counter the 
threat of competitive devalu- 
ations. Germany wants to 


proceed with a smaller 
group. 

However, after Mr Chirac's 
intervention last week, it 
appears less likely that 
France and Germany could 
strike a deal based on 
French acceptance of Mr 
Duisenberg as the ECB's 
president and Germany’s 
acceptance of Spain, Italy 
and Portugal as first-wave 
members. Such a deal would 
risk a political backlash in 
Germany, and might, also be 
construed as a political set- 
back for Mr Chirac in 
France. 

After agreeing the Maas- 
tricht Treaty, France and 
Germany have kept on dis- 
agreeing over policy and pro- 
cesses. This summer the new 
Socialist administration in 
France unsuccessfully tried 
to Wats' down the stability 
pact, a key plank In the 
institutional fabric of Emu, 
which seeks to ensure bud- 
getary rigour after 1999. 

French and German offi- 
cials also locked horns over 
France’s insistence of an 
informal grouping of Emu 
finance ministers to provide 
a counterbalance to the 
ECB. Germany reluctantly 
agreed to the grouping on 
tbe condition that its agenda 
did not compromise the inde- 
pendence of the ECB. 

Domestically, the two 
countries are pursuing dif- 
ferent labour, market poli- 
cies, considered .b^-many 
economists a key area for 
reform. While France is 
heading for a 35-hour week, 
Germany under Chancellor 
Helmut Kohl has moved in 
the direction of moderate 
deregulation. 

As the conflict between 
the two senior partners in 
Emu develops, the lack of an 
underlying consensus about 
economic policy becomes 
evident Behind the scenes, 
there is more concern about 
the success of Emu after 
1999 than meets the eye. 


THE 


DAVID 

THOMAS 

PRIZE 

David Thomas was a Financial Times journalist killed on assignment in 
Kuwait in April 1991. Before joining the FT he had worked for, among oth- 
ers, the Trade Union Congress. 

His life was characterised by original and radical thinking coupled with 
a search for new subjects and orthodoxies to challenge, particularly in the 
fields of industrial policy, third world development and the environment. 

In his memory a prize has been established to provide an annual 
study/travel grant to enable the recipient to take a career break. 


In this seventh year of the prize, the theme Is: 

What Is the future of work? 

The prize will be worth not less than £3,000. 

Applicants, aged over 40, of any nationality, should submit a typed 
entry of up to 800 words in English, together with a brief c.v. and a proposal 
outlining how the awards would be used to explore the theme further. Equal 
weight will be given to the essy and the proposal. Please keep David 
Thomas's interests in mind when writing both the entry and the proposal. 
The award winner will be required to write a 1500 to 2000 word essay at 
the end of the study period. The essay will be considered for publication in 
the FT. 

CLOSING DATE JANUARY 5 1998 


Applications to: 

Robin Pauley, Managing Editor 
The Financial Times (F) 
Number One Southwark Bridge 
London SEA 9HL 


FINANCIAL TIMES 

Wo FT. no commit 


Russian 

naval 

chief 

dismissed 


By Ctiry stia Freeland 
in Moscow 

Russia's chief naval officer 
was sacked over the week- 
end, raising suspicions that 
Moscow is unhappy with the 
pace of military reform in 
tbe navy. 

On Saturday, the Kremlin 
issued a terse statement say- 
ing Admiral Felix Gromov, 
head of the Russian navy for 
five years, had been dis- 
missed. The ministry of 
defence yesterday insisted 
the admiral’s removal was 
simply a routine retirement, 

following his 60th birthday 
this s ummer . 

However, Russian and 
western observers specu- 
lated that Admiral Gro- 
mov’s removal, announced 
In unusually harsh lan- 
guage, was a sign of Presi- 
dent Boris Yeltsin’s dissatis- 
faction with the state of the 
Russian navy and part of his 
broader effort to speed mili- 
tary reform. 

A series of explosions at 
ammunition dumps in the 
far east, the most recent on 
Friday, has raised concerns 
about the condition of the 
Pacific Fleet. No (me was 
reported injured in the blast 
but television pictures 
showed widespread damage 
in the remote region near 
Vladivostok. 

Admiral Gromov may also 
have been urged to make 
way for a younger leader 
more willing to implement 
the military 4rteftA^^$he 
Kremlin is advocating. . ? 

Russia's new navy com- 
mander win be Vladimir 
Euroyedov, 53. who had 
served as Admiral (Somov's 
first deputy. Admiral Kuroy- 
edov, who commanded the 
Pacific Fleet for a year 
before being summoned in 
July to take charge of the 
Main Naval Staff, ia r s ne n as 
a charismatic officer willing 
to initiate a deep shake-up 
of his service. 

There have been several 
high-level corruption cases 
in the armed forces, particu- 
larly the navy, but there 
was no indication that this 
was the reason far Adudhd 
Gromov's dismissal. 



Lithuanians confr o nt the Soviet army during their moves towards independence in 1S9L Now Russia wants to keep the 
Baltic states in its sphere of influence, while the west Is cautions about taking them in 

Baltic eyes turn westwards 

But Russia is determined the three states must not join Nato 


T he Baltic republics of 
Estonia, Latvia and 
Lithuania have been 
reluctant bridesmaids during 
Nato’s recent enlargement 
drive into former Soviet east- 
ern Europe. 

Since gaining indepen- 
dence from Moscow in 1990- 
92, the three have lobbied to 
join Nato, believing member- 
ship would remove them 
from Russia’s orbit and 
cement political ties with 
Europe. Instead, they have 
had to watch from the side- 
lines as the alliance ha* 
embraced Poland, Hungary 
and the Czech Republic first 
But if the Baltics felt 
spumed, it has not showed. 
They have taken heart as 
they have moved up the 
west’s security pecking 
order now that the first 
wave of Nato enlargement 
has been settled. 

The region’s strategic 
importance to Europe and 
the us was underlined last 
week at a conference on Bal- 
tic security in Stockholm co- 
hosted by the US embassy. 

Ronald Asmus, deputy 
assistant secretary at the US 
State Department, described 
the Baltic region as tbe “ulti- 


mate test” of Nato’s effort to 
extend security in Europe. 
Tbe US, he said, had become 
“more engaged in this region 
than it has been for a very 
long time". 

Russia Is Implacably 
opposed to any Nato enlarge- 
ment in the three republics, 
seeing them as firmly within 
its sphere of influence. Last 
week Moscow repeated an 
offer of a unilateral security 
guarantee to the trio. 

Such Invitations turn the 
Baltics cold. Valdis Birkavs. 
Latvia's foreign minister, lik- 
ened the protocols to the 
Molotov-Ribbentrop pact in 
1939. “This security pact led 
to our incorporation into the 
Soviet Union," he said. "We 
see no reason, at this point 
or in the foreseeable future, 
to alter course an a national 
foreign policy geared toward 
integration with Nato." 

The US, sensitive to Rus- 
sian concerns, has supported 
tbe Baltic states’ integration 
into Nato’s Partnership for 
Peace collaboration with for- 
mer eastern bloc and non- 
aligned states. 

It has also backed the knit- 
ting of economic, political, 
social and cultural ties 


between the three and the 
west since the early 1990s. 

But Mr Asmus admitted 
that the question of the Bal- 
tics’ Nato m emb ership had 
previously been seen as too 
hot a potato In Washington. 
Nevertheless, the US, 
emboldened by the success- 
ful first round of Nato 
enlargement, may be soften- 
ing this approach. 

Madeleine Albright, US 
secretary of state, described 
the Baltics as "serious candi- 
dates” for Nato membership 
on a summer visit to the 
Lithuanian capital, Vilnius. 

R eflecting this tone, 
Mr Asmus urged 
Russia “not to focus 
on the sterile issue of the 
Balts joining [Nato] because 
we will disagree". Instead, 
he urged Moscow to pursue 
the building of business, eco- 
nomic and environmental 
co-operation in the region, 
and deeper collaboration 
against organised crime. 

Robert Hunter. US perma- 
nent representative to Nato, 
stressed that no decision on 
further enlargement had 
been token. But he added: 
“The commitment Is there 


and it will be backed up. . . it 
is Nato alone which will 
decide who will join." 

The US and the Baltic 
states will shortly sign a 
charter aimed at promoting 
mutual co-operation and 
deepening contacts with 
Russia. The Baltic states 
hope this could provide a 
springboard far their inclu- 
sion as Nato candidates in a 
1999 review. 

Same in the alliance are 
cool about the prospect, fear- 
ing the effect on Russia. Oth- 
ers, such as Denmark, are 
more openly positive, 
although all agree on the 
need to tread carefully. 

Hans Haekkerup, Danish 
defence minister, said early 
Integration of Estonia, Lat- 
via and Lithuania into the 
EU was as important as Nato 
membership. 

That door has already 
been opened. Estonia is to 
join accession talks on EU 
membership next year, while 
Latvia and Lithuania will 
have their applications 
reviewed later In 1998. All 
three are hoping Nato will 
follow the example in 1999. 

Greg Mclvor 


Dutch to tighten investment control 


By Gordon Cramb 
hi Amsterdam 

Dutch financial authorities 
are to tighten controls on 
the investment industry 
after acknowledging that 
evidence of fraud, insider 
dealing and money launder- 
ing by operators on the 
Amsterdam stock exchange 
has revealed holes in a 
newly revamped regulatory 
system. 

Gerrit Zalm , finance minis- 
ter, Is this week to ask par- 
liament for powers giving 
the central bank and the 
bourse watchdog STE better 
insight into anonymous 
share trading accounts. Sev- 
eral dozen of these are being 
investigated in the scandal, 
which broke last month with 
a raid on the bourse floor 
and on brokerage offices in 
Amsterdam and London. 

He is also endorsing moves 
by industry supervisors to 
introduce a form of integrity 
test for those working in the 
financial markets. This is 
aimed at preventing some- 
one who departs one firm 
under a cloud from popping 
up unquestioned elsewhere. 
“Financial institutions 
would be obliged to make 
known any breaches of con- 
duct,” Mr Zalm said on Fri- 
day. 

George Mbller, president of 
Amsterdam Exchanges 
(AES), operator of the city’s 
equity and derivatives mar- 
kets, wants people trading as 
stockbrokers to be individu- 
ally licensed. “At the 
moment the entry barriers 
are too low, in feet non-exis- 
tent," he says. 

AEX came into befog in 
January when the associa- 


tions of dealers in equities, 
options and futures merged 
their activities, surrendering 
mos t reg ulatory powers to 
the STE in the process. At 
the time all pronounced 
themselves satisfied with a 
set-up which ended an era of 
self-regulation marked by 
ingiHwr dealing — itself not a 
criminal offence until 1989. 

But with two senior 
bourse traders remanded in 
costody, among five who 
also include a top fund man- 
ager, Mr M5Uer now says 
there remain too many grey 
areas in the Amsterdam 
dealing process. “The 
so-called audit trail in the 
executing of orders must be 
improved." 

And insurance industry 
supervisors are urging that 
external accountants sVinnlH 
be given better access to the 
investment activities of 
superannuation schemes. 
This foDowed the arrest last 
week of Fred Hendricks, one 
Of four directors of the Phil- 
ips pension fund. Ranked as 
the largest corporate fund in 
the Netherlands, it adminis- 
ters some F127bn ($l4bn) for 
past and present employees 
of the electronics group. 

As Mr Hendricks was 
remanded on allegations of 
tax fraud and falsifying doc- 
uments for personal gain. 
Philips made clear he bad no 
future with the group. His 
arrest marked a widening of 
the scandal from the, bourse 
floor to the country’s fund 
management industry, one 
of the biggest in Europe. 

It emerged as Robeco, the 
largest Dutch manager of 
funds for private investors, 
acknowledged that It owned 
90 per cent of Financial 


Trading and Consultancy 
(FTC), the London stockbro- 
ker whose offices were 
raided in late October by the 
UK’s Serious Fraud Office. 

“The Robeco group Is not 
involved in or responsible 
for reprehensible actions 
regarding possible stock 
exchange fraud in any way 
whatsoever,” it said. Edgar 
Swaab resigned as FTC man- 
aging director last week to. 
seek to clear his name. 

When accounts held by Mr 
Swaab at Bank Bangert Pon- 
der, an Amsterdam invest- 
ment bank, became a focus 
of inquiries Hans Pontier, 

6 At the moment 
the entry 
barriers are too 
low, in fact 
non-existent’ 

the bank’s managing direc- 
tor, stepped aside last week 
from the supervisory board 
of AEX Mr Pontier was also 
a council member of both 
the two associations which 
formed the bourse company. 
Neither he nor Mr Swaab 
has been detained. 

Under arrest since last 
Sunday, however, is Adri 
Stratfog, the “grand old 
man” of the bourse. He con- 
trols Gestion, an investment 
boutique for wealthy private 
clients, after selling the firm 
which bore his name to the 
state-controlled National 
Investment Bank. 

Rated among the 100 rich- 
est Dutch nationals, Mr 
Stratfog owns significant 
stakes fo several Amsterdam 


t 


quoted companies. He is 
being detained on suspicion 
of money laundering and 
membership of a criminal 
organisation. 

Gestion, Leemhuis & Van 
Loon and NIB Securities, the 
former NIB Stratfog, were 
raided along with the 
Amsterdam operation of 
London's James CapeL Han 
Vermerulen of Leemhuis, the 
first to-be arrested in the 
affair, had worked at all 
except Gestion. 

Theo van Keulen quit 10 
days ago as chief executive 
of Holland Casino, the state- 
owned gwmingr monopoly, 
after a FI 1.75m trading 
account was attributed to 
him at Leemhuis. He is 
under investigation for tax 
evasion, but remains free. 

At least two strands to the 
inquiry are emerging. One 
involves alleged money laun- 
dering. with links to Dutch 
drug gangs being pursued to 
Switzerland and the Nether- 
lands Antilles. 

The other surrounds sus- 
pected Insider dealing - fo 
particular “front-running”, 
where an order for a private 
account is placed in advance 
of an institutional transac- 
tion which is likely to move 
the market in that stock. 
Finance minister and bourse 
chief say plain old tax dodg- 
ing is alleged to feature too. 

Directors of the big Dutch 
banks, which dominate 
equity trading, say the sta- 
bles are undergoing a neces- 
sary clearouL “It is part of 
the culture of the 70s and 80s 
and it is very good it is befog 

cleaned up," says Gees Maas, 
a board member of both ING 
and the stockbrokers’ associ- 
ation. Herman Wijffels. 


chairman of Rabobank, 
describes the events as “a 
big shadow fallen on the 
bourse... but there is no 
shadow without the sun”. 

More visible right now, 
though, is tbe spotlight of 
the investigators. It is throw- 
fog into relief a fragmented 
system of supervision in 
which the running hag been 
made not by securities 
authorities but by tax 
inspectors. And it is illumi- 
nating practices dating from 
not only the 1980s but as 
recently as last year. Mr 
Zalm believes there is more 
to be uncovered. 
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' " ” NEWS: EUROPE ' 


European Forum warned by Romanian president of risks of Union enlargement 

EU urged to introduce progress report 


By Our fntemafional Staff 

The ' Euro- 
A'-iV'L pean Com- 
s . mission 

Q.y^ should con- 
V; PyGy sider an 
annual 
examination 
of countries that want to 
join the European Uhfrvi to 
tell them whether they are 
making progress towards 
meeting entry standards, 
according to President Briya 
Coustantinescu of Romania. 


At the European Forum in 
Berlin, Cffganised by the Her- 
bert Quandt Foundation and 
the Financial Times and 
held at the weekend. Mr 
Constantinescu complained' 
that the ED’S approach to its 
ea s tward enlargement risked 
creating new divisions in 

Europe. 

■ “The European Commis- 
sion has not set out its eco- 
nomic criteria [far member- 
ship], which leaves the 

imp m^qj rin thiit fts decisions 

are based on politics,’' he 


said. “Romania wants a vary 
of«n- standard, and we sug- 
gest' an arwimi e x a min ation 
of candidate country to 
establish a hierarchy, but 
one that can be moffiSed-" 

BartW»r this year the Com- 
mission recommended open- 
ing negotiations on entry 
into tee ED with six coun- 
tries as a Hkely “first wave" 
of new members from east- 
ern and southern Europe - 
Poland, the Chech Republic, 
Hungary, Slovenia. Estonia 
and Cyprus, ftw EU is due 


to deride at its Luxembourg 
summit in December what 
approach to adopt to coun- 
tries,. such as Romania, left 
out far the time being. 

There are worries about 
the impact of a "double 
shock" that could be suf- 
fered by states refused early 
entry both by the EU and 
the North Atlantic an ianr*> 
Nato has agreed to take in 
only Poland, the Czech 
Republic Hungary in tire 
first wave. 

Mr Constantin escu said 


that , g i ve n none of thu can- 
didate countries would be 
ready to join the EU for a 
number of years, it was 
“completely illogical to cre- 
ate a division’' between 
groups of candidates. 

His position was supported 
at the conference by the dep- 
uty prime minister at Bul- 
garia, another country 
excluded by the EU and 
Nato from tbear first wave. 

Alexander Bashkov said: 
“It is time for the EU to 
appraise what we have 


achieved. It will be very dif- 
ficult to explian to the 
people in Bulgaria why we 
have gone through all tf»i« if 
we do not get recognition by 
the European Union.” 

Mr Boshkov said Bulgar- 
ia’s stability depended on 
being seen to make progress 
towards integration into 

Europa He wanted: ‘"There 
is no vac uum in global poli- 
tics- If Nato and the EU will 
not be there, annwnnp else 
wflL" 

Editorial Comment. Page 19 


Europe ‘must learn 
from US experience’ 


By Our tntemaSonal Staff 

Europe has been urged by 
Raman Herzog, the German 
president, to break cut of the 
cycle of sluggish economic 
growth «nd high unemploy- 
ment by adopting policies 
that promote entrepreneur- 
ial and technological dyna- 

miKin. 

His call for Europe to 
learn from the US experience 
came at the weekend as 
senior German business 
executives and economists 
sought greater efforts by the 
Bonn government to cut 
spending and reduce taxes. 

Hosting a dinner at the 
European Foruzn in Berlin, 
Mr Herzog called far a shift 
in the priorities of emnomte 
policy makers in Europe. 
“We are clearly better at 
worrying about our stability. 


our possessions, than at 
unleashing economic dyna- 
mism,” be w»vl . 

Rapid growth in the US, 
based on incentives to 
develop new technologies, 
demonstrated the potential 
for generating higher growth 
and employment Mr Herzog 
said the path bad: to faster 
expansion would depend on 
stimulating knowledge-based 
industries — - «wd rtwt rn t u rn 
required a quantum leap In 
education and research and 
development - 

TTana Wpmw Rfn-n a mem- 
ber of the Goman govern- 
ment's council of economic 
advisers, called for radical 
actum by European govern- 
ments to remove state-im- 
posed con s traints on invest- 
ment and risk-taking. 
Among the urgent tasks 
were a derisive shift in the 


tax burden oil capital accu- 
mulation tow ar ds consump- 
tion, arid a move from pay- 
as-you-go state pensions 
towards fon-funded schemes. 

Mr ffl™ mH Germany in 
particular had also to 
develop its stock market to 
promote greater entrepre- 
neurial risk-taking. Of 
500,000 companies in the 
country, only 3,000 were 
joint stock companies and 
only 600 of these were 
traded. 

“In other words, there is 
no stock market to speak of 
in Germany." 

Private sessions at the 
farnrn saw sUng in g attacks 
from leading German execu- 
tives on the government’s 
apparent inability to cut the 
approximately 50 per cent 
share of national Income 
absorbed in pubEc spending: 



The chairman of one of the 
c oun try's biggest industrial 
nmnpanifls accused Bonn of 
imposing massive over-regu- 
lation an business while 
loading it with high social 
costs. 

The result was “a state- 


run economy with a few pri- 
vate-sector companies", he 
said. German industry was 
constrained not by its work- 
ers or trade unions but by 
the politicians in Bonn. 

Others blamed the elabo- 
rate roles an consensualism 


imposed by Germany's fed- 
eral system of government 
far blocking radical rhang e. 
The states exercised an effec- 
tive veto over tax reform, 
while they were also a block 
on important education 
reforms. 


Turks bow to pressure and free campaigner 


By John Barham in Ankara 

Turkey yesterday bowed to 
European pre ssu re to free a prmni- 
nent human rights campaigner 
jailed last month for 22 years after 
rfllHny for a peaceful settlement of 
the Kur dish conflict in the coun- 
try’s south-east 

The gov e rn ment released B$ber 
Yagmurdereli, who is blind, on 
groun ds. He had earlier 


rejected government offers to 
release him, stating he wanted no 
apppfai treatment would con- 
tinue bis struggle for human 
rights and democracy. 

Mr Yagmurderdi said yes te rday 
outside the gates of Cankiri prison 
near Ankara: * I will start where I 
left off. The same old problems 
continue. We will ca rry on doing 
whatever we can to stop these 
problems." 


His jaffing last month, followed 
by a one-year sentence imposed on 
the chairman of the T urkis h 
Bwnmn i Hghtj; Association (IHD), 
led to p rote sts from Germany and 
Britain. Klaus BnM, German for- 
eign minister, said: “Turkey 
knows the route to Europe only 
follows a significant improvement 
in the human rights situation." 

Although European govern- 
ments are likely to welcome Mr 


Yagmnrdereli’s release, one diplo- 
mat said: "E uro pean Union gov- 
ernments’ concern about human 
rights is not limited to this one 
case. But at least by reversing 
tin's the Turks have made a step 
in the rjgi i t direction. 0 

Widespread human rights viola- 
tions, particularly in the Kurdish 
region, are one of the European 
Union's main reasons far rrinsing 
Turkish HwnwM h for membership. 


Data on rights violations in Octo- 
ber compiled by the IHD indicate 
the size of the problem; the associ- 
ation reported 15 cases of torture 
13 extrajudicial killings, 2^15 
detentions, 26 arrests and three 
“d isap pearances". 

The issue of bow to deal with 
Turkey during the next phase of 
EU enlargement is expected to 
dominate a meeting of Union for- 
eign ministers in Brussels today. 


NEWS DIGEST 

Apache agrees 
Egypt oil deal 

The Egyptian subsidiaries of Apache Corporation, the US 
oil and gas company, yesterday said they had agreed a 
S250m credit facility to refinance indebtedness of their 
operations in Egypt and expand 00 and gas exploration. 
The facility is the largest private sector financing 
arrangement in Egypt not involving multilateral donors. 

Backs led by Chase Manhattan will sign the agreement 
on November 17 in Cairo. The company, whose Egyptian 
operations produce 72,000 barrels a day of liquid 
hydrocarbons, is the largest foreign leaseholder of oil 
concession areas. The refinancing, which is ram-recourse 
to the US-based parent company, will be used to expand 
increasingly important natural gas exploration. 

Mark Euband. Cairo 

■ AVIATION REGULATION 

Flight safety fears increase 

A viatical regulators from 138 countries begin a three-day 
meeting in Montreal today to discuss ways of reducing 
the number of airline crashes, which reached record 

levels last year. 

The International Civil Aviation Organisation, which is 
organising the meeting, says there were 23 fatal crashes 
of scheduled service aircraft last year. Icao fears the rapid 
increase in the number erf flights means that, a decade 
from now, the industry could suffer a fatal accident a 
week unless action was taken to improve safety. 

The meeting will discuss whether Icao, a United 
Nations agency, shoald be given greater powers to 
enforce the raising of safety standards in member states. 
Final proposals could be put to the organisation's 
triannual assembly next year. 

Michael Skapinker, Aerospace Correspondent 

m SINGAPORE PROPERTY 

Steep decline in prices 

Singapore property prices fell significantly in the third 
quarter, prompting the government to launch a review 
into whether some market curbs imposed last year could 
be lifted. 

The Urban Redevelopment Authority said the number 
of private house transactions fell 22 per cent in the July 
to September period, compared with last year's period. 
Residential, property prices fell an average 4.4 per cent, 
apartments were down 6.2 per cent and condominium 
units feD 3.4 per cent. James Kynge, Kuala Lumpur 


■ SOUTH LEBANON 


Israeli MPs launch movement 

A group of Israeli parliamentarians and public figures 
yester d ay launched a movement which will press the 
governmoit unilaterally to withdraw troops from Israel’s 
self-declared security zone in south Lebanon. 

The Movement for a Peaceful Withdrawal from Lebanon 
is led by Yossi B eilin, an opposition Labour MP and an 
architect of the Oslo peace accords. Although the group is 
unlikely to inftnenoe government policy directly, it 
marks a shift in Israeli public opinion on unilateral 
w ith dra w al. Am MadiSs. Jerusalem 
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What a superb performance,” 
gushed the woman when the recital was over. 
Fd give half my life to be able to play like that.” 
Madam,” responded the pianist with a little bow, 
“that is exactly what it took.” 
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NEWS: INTERNATIONAL 


White House lobbies hard on fast-track 


By Nancy Dunne 
in Washington 

The outcome of President 
Bill Clinton's drive to win 
so-called fast-track trade 
negotiating authority was so 
uncertain yesterday that 
even he raised the possibility 
of pulling out. 

In a television interview, 
he spoke of perhaps having 

“to regroup and try to figure 
out some other way to go 
forward next week or when 
Congress resumes” next 


year. It was a bank admis- 
sion by the president that he 
was by no means sure Of suc- 
ceeding on one of the issues 
on which he has staked the 
credibility of his presidency. 
Under fast-track trade 
authority, Congress would 
promise to vote for or 
against trade agreements 
without amendment when 
they are brought to Capitol 

Hill for approval. 

The president’s uncer- 
tainty about the likely out- 
come of the battle left him 


lobbying- desperately to 
increase the number of votes 
among Republicans, who are 
broadly supportive, and 
among his own Democrats, 
who are mainly sceptical As 
Republicans in the House of 
Representatives sought to 
extract last-minute conces- 
sions on their rightwing 
agenda, Democrats contin- 
ued to resist the president’s 
pleas fbr support 
Mr Clinton said that the 
administration's track 
record of success in negotia- 


ting trade agreements made 
approval of fast-track 
authority obviously desir- 
able. 

Republicans have 
demanded that Mr Clinton 
produce at least 70 Democrat 
votes, but be appeared yes- 
terday to have between 40 
and 45. The administration's 
lobbying tactics were stiffen- 
ing Democrat resistance and 
by yesterday he was in dan- 
ger of permanently alien- 
ating the majority of his own 
party. "There are a lot of 


angry people about the way 
they are being harassed, yel- 
led out, threatened," said 
one Democrat aide. 

■Republicans were also 
playing hardball. A group of 

anti-fast-track Republicans 
made it known that their 
votes could be had if the 
president were to agree to 
stop international fund in g of 
population programmes for 
those Ti gtinrts which perform 
abortions. The president 
refused, after charges from 
De m ocrats that he was will- 


ing to trade away the party's 

S 'flhe president has tailed to 
make the argument that new 
deate -without labour, 
environment and human 
rights safeguards - were 
JSssary for future Ameri- 
can prosperity. 
has tried to win a majority 
of House votes by horse- trad- 
ing - offering to appear at 
members’ fundraisers, pro- 
vide tickets to state dxnnere. 
and special favours for indi- 
vidual industries. 


New Thai PM 
warns of no 


easy solutions 


Jiang, Yeltsin to focus on trade 


By Ted Bardacte 
in Bangkok 

Thailand's new prime 
minister, Chuan Leekpai. 
yesterday promised to work 
closely with the Interna- 
tional Monetary Fund to 
restore confidence in the 
country's shaky financial 
system. 

He warned the Thai public 
on national television that 
there were no easy solutions 
to the country’s precarious 
economic situation. “The 
country is in crisis now and 
it Is more severe than some 
Thais may think, 1 ' he wifl 

Mr Chuan emerged as pre- 
mier after days of tough 
political horse- trading fol- 
lowing the disintegration of 
the coalition supporting the 
former premier, Chavalit 
Yongchaiyudh. 

Yesterday, flanked by the 
leaders of his economic cabi- 
net, former bankers and two 
minis ters, Tarrrn Nhnmana- 
hneminria and gn parhai Pan- 

itchpakdi, Mr Chuan said: 
“My government will con- 
tinue co-operating more 
closely with the IMF so as to 
smooth tasks ahead and to 
restore confidence which 
will have impacts on the 
baht and foreign debts owed 
by the private and pnblic 
sectors." 

Nevertheless, the scene at 
Mr Oman's Democrat party 
headquarters just before his 
speech hardly inspired confi- 
dence. 

Arriving with the new pre- 
mier to prolonged applause 
were some of the most vili- 
fied men in Thai politics: 
Vatana Asavahame, who 
was denied a visa to the US 
on suspicion of being 
involved In the drug trade, 
and Newin Chidchob. former 

Chuan will have 
to be a stronger 
political leader 
than he has been 
in the past 

deputy ‘finance minister 
whose political operatives 
were found with Btllm 
{$270,000) in small notes pre- 
paring to buy votes before 
the last election. 

Mr Chuan relied on their 
support to get back into gov- 
ernment after a two-year 
absence. Respected for .his 
honesty but critcised for his 
indecisiveness, Mr Chuan 
will have to earn confidence 
by being a stronger political 
leader than he has been in 
the past 

"I have learned and will 
move quicker,” Mr Chuan 
said. But when asked how he 
would work with politicians 
in his eight-party coalition 
who still see public office as 
a means to private gain, he 
said: "I’m confident I can 
control my own party. Other 
parties, it’s up to them to 
perform in the way that the 
pnblic wants them to.” 

The answers reflected the 
Democrats' ambivalence at 
being thrust Into power. 



B Mk 

Cbnan Leekpai; crisis worse 
than some Thais f.Hfak 

They would have preferred 
to wait for new elections 
next year but could no lon- 
ger afford to continue 
waiting in the wings amid 
economic ruin. 

The Democrats are now 
postponing elections indefi- 
nitely in the hope that some 
of the painful decisions, 
taken now will pay off in a 
year's time. 

Whether they are given 
that time by markets and 
the public depends largely 
on their ability to dean up 
the country’s financial sys- 
tem before it collapses. Dem- 
ocrat officials say the plans 
drawn up by experts from 
the World Bank and IMF are 
insufficient because they 
focus too much on the coun- 
try's 58 suspended finance 
companies. 

Instead, they argue, there 
ought to be a comprehssive 
programme to remove bad 
debt and recapitalise the 
entire shaky financial sys- 
tem, now comprising 15 com- 
merdal banks and 33 finance- 1 
companies. To do this they 
need to push the central 
bank, whose credibility, j 
competance and morale has ' 
sunk along with the baht. . 
Into swift action. 

How Mr Chuan and his 
deputies whip the Institution 
into shape without being 
accused of self-interested 
political Interference will be 
a big challenge. 

“We are going to see a lot 
of political interference." 
said a senior Thai banker. 
“But It’s going to be the 
right kind of interference. 
The central bank needs some 
direction-" 

Yesterday some Democrat 
officials were predicting that 
within two weeks the baht 
would be at Bt35 to the US 
dollar and the stock market 
np 20 per cent to 600. While 
the intial euphoria of a Dem- 
ocrat-led government makes 
this optimistic prediction 
achievable, sus taining these 
levels depends on following 
up with performance. 

“It’s going to take more 
than just a confidence trick,’’ 
said Graham Catterwell. 
country manager of Deut- 
sche Morgan Grenfell in 
Bangkok. “But the ultimate 
meltdown has been avoided. 
We’ve capped the bottom.” 

Where that bottom is and 
how soon it will be reached 
is now up to Mr Chuan. 

Bank crisis. Page 21 


By James Hanfing In Bering 

China's commercial 
relations with Russia and 
Japan will be at the heart of 
Beijing’s diplomacy this 
week as the country wel- 
comes President Boris' Yelt- 
sin and despatches Us prime 
minister. LI Peng, to Tokyo. 

The high-level meetings 
follow President Jiang 
Zemin's recent summit with 
President Bill Clinton and 
are clearly expected to 
deflect suggestions that Chi- 
na’s foreign policymakers 
have become preoccupied 
with the US. 

Mr Li, who will go to 
Tokyo tomorrow, is expected 


to seek to secure Japanese 
support for China's applica- 
tion to join the World Trade 
Organisation as well as dis- 
cuss bilateral trade and 
regional security Issues. 

Mr Yeltsin is due to hold a 
summit with Mr Jiang today, 
when co mm ercial issues are 
likely to come high on an 
agenda which is also expec- 
ted to produce agreement on 
a long-standing hordes- dis- 
pute. Russian officials are 
hoping to finalise contracts 
for nuclear power equipment 
sales to China as well as 
reach agreement on the 
details of a multi-bfllion-dol- 
lar pipeline from Siberia to 
China and South Korea. 


Beijing hopes to ensure 
that it has an ally in Tokyo 
in its bid fbr WTO member- 
ship and Chinese officials 
have recently referred to 
Japan's "positive” efforts to 
support China. Long Yongtu, 
China’s chief negotiator for 
WTO membership, was 
quoted yesterday in China's 
official press saying that he 
appreciated Japan’s efforts 
to support China's WTO bid 
“In action, not just in 
words”. He did not elaborate. 

Mr Li and Japanese offi- 
cials in Tokyo are expected 
to hold talks on trade in ser- 
vices, one of the chief obsta- 
cles to Chinese accession to 
the WTO. 


S Korea candidates 
skirt round realities 


S outh Korea's stock 
market has sunk to a 
five-year low along 
with economic growth. The 
currency is in free-fall. The 
highly-leveraged corporate 
sector has been hit with an 
unprecedented wave of bank- 
ruptcies. There is talk of an 
International Monetary 
Fund bail-out. 

But it is hard to tell 
whether the perilous state of 
the country’s economy Is 
much an the minds of the 
three candidates standing in 
the December presidential 
election. “None of the candi- 
dates has presented a solid 
economic vision for Korea,” 
said Yi Seung-gook, research 
head for ABN-Amro Hoare 
Govett In Seoul. Instead, the 
campaign has been domi- 
nated by corruption allega- 
tions when the candidates 
are not performing menial 
tasks before TV cameras - 
like waiting cm tables or 
stacking rice hags - to 
appeal to the common man. 

"The candidates are very 
hush-hush when it comes to 
the economy because they 
know that the solution to 
the country’s problems are 
too painful to talk about and 
would alienate voters," said 
Brian Huusaker, an analyst 
at Dresdner Kleinwort Ben- 
son in Seoul. 

The lack of substantial 
debate on the economy has 
left analysts searching for 
clues as to who would be the 
best able to push through 
needed economic reforms. 
“It is not just a question of 
who is going to win, but will 
it make a difference?" said 
one western diplomat 
The policy solutions for 
correcting South Korea's 
economic problems are dear. 
Opening the equities and 
bond markets wider to for- 
eign investors will help ease 
a severe credit shortage. 
Allowing uncompetitive 
companies to collapse would 
encourage industrial ration- 
alisation and cut excess 
capacity in conglomerates. 

But these cures are unpal- 
atable to most Koreans, who 
resent foreign ownership for 
nationalistic reasons and 
want to preserve a full 
employment economy. The 
candidates seem to share 
these views despite vague 
promises on liberalisation. 
They call for traditional gov- 


ernment intervention, rather 
Hum radical market reforms, 
to rescue the economy. 

It was pressure from the 
leading presidential candi- 
dates that helped force Kang 
Kyung-shik, the liberal- 
minded finance minis ter, to 
stage a recent government 
rescue of the troubled Kla 
motor group despite his pre- 
vious denials to do SO. 

Lee Hoi-chang. ruling 
party candidate, criticised 
Mr Kang's initial refusal to 
help Kla and called for “an 
end to the government’s irre- 
sponsible insistence on mar- 
ket principles". "The candi- 
dates want to be all things to 
all people. One moment they 


increased foreign competi- 
tion. He apposed Korea’s 
entry last year into the 
Organisation for Economic 
Co-operation and Develop- 
ment, which would acceler- 
ate market-opening, because 
the nation was “not ready". 

His recent electoral alli- 
ance with the rightwing 
United Liberal Democrats 
brings together the archi- 
tects of Korea’s state capital- 
ism of the 1960s and 1970s. 
Although Mr Kim has sharp 
ideological differences with 
his new allies, they tend to 
share the same economic 
policy based on nationalism 
and a strong state role in 
guiding business. 



Lee Hot-dumgjeft, the ruling party candidate, and right, 
Kim Dae-jung, the opposition front-runner 


are talking about favouring 
a market economy, the next 
they want the government to 
rescue Kia.” said a senior 
government official. 

The Kla bail-out was also 
considered a victory far Kira 
Dae-jung, leader of the ' cen- 
tre-left opposition and presi- 
dential frontr unn er, who has 
a big Kla plant in his politi- 
cal stronghold of the 
south-west Cholla region. 

Despite his support for 
Kia, most conglomerates, or 
chaebol, remain distrustful 
of Mr Kim, who has previ- 
ously called for cutting the 
power of big business. He 
has scaled back his anti- 
chaebol rhetoric in the cur- 
rent campaign but business 
leaders remain unconvinced. 

“Look at his core constitu- 
ency - farmers, small busi- 
ness and the trade unions - 
and you know what his eco- 
nomic policy will be,” said 
an executive with a leading 
conglomerate. 

Analysts think Mr Kim 
might slow economic reform 
because his supporters are 
the mast vulnerable to 


Park Tae-joon, an ULD 
member and founder of the 
successful state-run Pohang 
Iron & Steel, is expected to 
play a prominent economic 
role in Mr Kim's administra- 
tion. A power-sharing agree- 
ment with the ULD is likely 
to entrench vested interests 
that would slow down con- 
troversial economic reforms. 

Moreover, Mr Kim's elec- 
tion as the first opposition 
president in the nation's 49- 
year history might distract 
government attention from 
the economy next year. His 

assumption of power could 
led to disruptive personnel 
changes resulting in political 
and bureaucratic infighHrigr 

Otherwise, Mr Kim’s eco- 
nomic prescriptions differ 
little from his main challeng- 
ers, Mr Lee of the centre- 
right ruling New Korea 
party and Rhee In-je, an 
independent moderate candi- 
date. All three support 
growth of s mall business 
and greater regional develop- 
ment. 

John .Barton 


China is also likely to be 
pressed on telling Japanese 
imports into the country, 
which slid 0.5 per cent In the 
first eight months of this 
year. 

Russia is also keen to rem- 
edy declining sales of its 
goods to China and Mr Yelfc- 
sin. who is accompanied on 
his visit to Belling by more 
than 50 business people, is 
likely to lobby for contracts 
for Russian business. 

Russian diplomats in Bei- 
jing are hopeful that China 
may agree a deal for more 
than $2bn-wortb of Russian- 
made nuclear power equip- 
ment during Mr Yeltsin’s 
trip. 

Outsider 
becomes 
Indian 
bank chief 

By Krishna Guha in Bombay 

Bimal Jalan, the surprise 
new governor of India’s cen- 
tral bank, beat some formi- 
dable heavyweights to one 
of the most prestigious posi- 
tions fn the pnblic sector. 

Other candidates included 
j the finance secretary, Mon- 
tek Singh Ahluwalia, widely 
associated with India's eco- 
nomic reforms over the past 
few years, and Arfnn Sen- 
gup ta, a member of India’s 
p lanning commission. 

Mr Jalan, the planning 
commission’s secretary, was 
considered a rank outsider 
when the search began to 
find a replacement for Chak- 
rovarti Rangarajan, the cur- 
rent governor. 

But JVfr Jalan was strongly 
supported by VJ. Singh, the 
former prime minister he 
served as finance secretary 
in 1989. 

Mr Singh wields consider- 
able influence within the 
ruling United Front coali- 
tion as a respected elder 
statesman. 

"I am sure Mr Jalan will 
be well received in India 
and the rest of the world,” 
said the finance minister, P. 
Chidambaram, after the 
appointment on Friday. Mr 
Chidambaram said there 
would be “continuity" in 
monetary policy. The new 
governor has been closely 
associated with India’s liber- 
alisation process for more 
than a decade as a senior 
bureaucrat 

He was India's representa- 
tive on the board of the 
International Monetary 
Fund in the mid-1980s and 
has held a number of top 
posts In India's finance min- 
istry. But he has a hard act 
to follow. Mr Rangarajan 
won plaudits from investors 
- and made enemies in 
industry - for his tough 
stance on monetary policy. 
Mr Rangarajan was also per- 
haps the single most impor- 
tant architect of India’s 
gradual move towards full 
currency convertibility. 

Mr Jalan is expected to be 
pressed by industrialists 
and the influential Left 
Front parties - which sup- 
port the government - to 
ease monetary policy fur- 
ther. 


Japan’s banks and brokers have rough ride 


By GHBian Tett in Tokyo 

This has been a bad year for 
banking and brokerage in 
Japan. The fear is it might 
become even worse. 

On Friday the shares of 
banks and brokers took a 
battering, falling 5£ per cent 
and 5 per cent respectively. 
Industrial Bank of Japan, 
Full Bank and Sanwa Bank, 
for example, all fell by 
almost 10 per cent 
The losses rounded off an 
abysmal October for the two 
sectors, which tumbled 25.4 
per cent and 16.5 per respec- 
tively. This compares with a 
10.5 per cent drop in the 
Topis, the broad measure of 
Tokyo’s stock market 
The most worrying aspect 
about Friday's tell - which 


pushed the Nikkei through 
the psychologically crucial 
level of 16,000 - is that it 
awakened fears that a 
vicious circle might be devel- 
oping in Japan, where the 
financial sector and stock 
market keep dragging each 
other down. 

Banks and brokers have 
traditionally held large 
amounts of shares in other 
companies. When these 
shares foil in value, the com- 
panies record this as a loss. 
But when the shares rise 
they do not record a profit In 
their accounts, unless they 
sell them. 

Previously this left ana- 
lysts assuming the banks 
had large “hidden” financial 
cushions, which they could 
use to tackle unexpected 


problems, such as the need 
to write off bad debts. 

But the stock market foils 
are eroding these hidden 
cushions. While precise data 
are unavailable, as do 
not reveal the mix of shares 
they hold, J.P. Morgan 
believes that the Nikkei’s 
foil to around 16,000 has 
meant some five of the top 
20 banks have lost their 
cushicm. 

The cushion also threatens 
the financial health of bro- 
kers and life assurance cam- 
panics. 

J-P. Morgan estimates that 
eight of the life assurance 
companies have lost their 
cushions at the 16,000 range. 
Although these groups are 
not quoted on the stock 
exchange, they are linked to 


the banks through 
long-standing financial ties. 

On top of this, there is 
another “feedback” loop. 

The issue which ostensibly 
triggered the slide on Friday, 
for example, was a local 
media report that the Bank 
of Yokohama, a large 
regional bank, was planning 
to sell its Y600bn (*L8bn) of 
cross shareholdings. 

The bank later insisted It 
had no intention of malting a 
rapid sale, although it con- 
firmed it intended to dispose 
of the shares in coming 
years. 

But other banks are 
clearly also drawing up' 
plane for share sales. Long 
Term Credit Bank, for exam- 
ple, has disposed of some 
Y4O0bn of cross holdings in 


the first six months ; of this 
year, on top of Y300bn it sold 
last year. IBJ has sold some 
Y50bn worth of shares in the 
first six months and Nippon 
Credit Bank says H plans to 
make about YTOObn in sales 
In the next few years. 

There are other worries, 
too, including the state of 
the banks' huge bad debts; 
the crisis in south-east Asia 
{Japanese banks are the 
largest single lenders to 
Thailand, Indonesia and 
Hong Kong); and a recent 
spate of bankruptcies. 

The construction sector 
has seen most bankruptcies, 
but last week Sanyo Securi- 
ties, Japan’s seventh largest 
broker, shocked the financial 
community by bec oming the 
first broker in post-war 


Japan to file for bankruptcy. 

Until recently it was 
assumed the government 
would not let large brokers 
fall, but this assumption is 
being challenged. Sanyo's 
foaure led Moody's, the US 
credit rating agency, to warn 
last week that the debt of 
Yamal chi, the fourth largest 
broker, could be downgraded 
to junk bond status. Yam- 
alchi’s shares plunged on 
Friday by 16 per cent to 
close at Y173. 

“This has been a lot of bad 
news in a short time," a fund 
manager said. “Perhaps the 
market has overshot, but a 
sustained rally in bank 
broker stocks seem unlikely 
soon - unless better data 
about the economy push the 
rest of the market up." 
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-More than a quarter of the petrol you buy 
\£; owes its existence to an idea and to late 
night scribbles in the notebooks of two Mobil 

scientists. They discovered that a synthetic catalyst 

:.-■■■ •? jt ' 

(crystals the size of a speck of flour) could make 
crude oil yield far more petrol than ever before. 
Their breakthrough led to a process that is now 
being used in nearly every major refinery in the 


world. It has saved consumers billions of pounds a 
year and has greatly extended the Earth’s precious 
oil reserves. It has also caused Charles Plank and 
Edward Rosinski, who together hold 159 U.S. patents 
and whose careers epitomise Mobil’s commitment 
to science and technology, to be inducted into 
the U.S. National Inventors Hall of Fame. To learn 
more, visit our Web site at www.mobil.com. 
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NEWS: INTERNATIONAL 


Clinton guards the moral high ground 

US knows precipitate action against Iraq could alienate some western allies 


By Bruce Clark 
In Washington 

Whether or not they come to 
physical blows, US president 
BUI Clinton and President 
Saddam Hussein of Iraq will 
be locked in a hard : fougbt 

contest over the next few 
days - for diplomatic and 
moral authority. 

Mr Clinton has repeatedly 
stressed that the current cri- 
sis pits the Iraqi leader 
against the entire United 
Nations, and specifically the 
Security Council, which is 
united in its desire to stop 
Baghdad acquiring weapons 
of mass destruction. Iraq, for 
its part, is attempting to 
present the stand-off as a' 
battle between an isolated, 
bullying Washington and a 


Baghdad government that is 
prepared, at least under cer- 
tain conditions, to co-operate 
with the UN. 

Washington’s strongest 
card, US analysts say, is the 
fact that all its Security 
Council partners, and virtu- 


earage public opinion in the 
Arab world, where anti-west- 
em sentiment is already ris- 
ing because of the haying of 
the Israeli-Palestinian peace 
process. 

“Standing up to America 
plays wen in the Arab world 


On the other hand, the 
vulnerability of the US pilots 
in unarmed U-Z spy aircraft 
- whose flights over Iraq 
will resume today - creates 
an image that will resonate 
powerfully among Mr Clin- 
ton's electorate. If Baghdad 


Baghdad is presenting the crisis with the UN as a 
battle with an isolated, bullying Washington 


ally all governments In the 
region, view with deep alarm 
the evidence that Iraq is 
rebuilding its capacity to 
make chemical and biologi- 
cal weapons and ballistic 
missil e* 

But precipitate US action 
could alienate Council mem- 
bers Prance and Russia and 


at the moment,” said Phebe 
Marr. an expert on Iraq at 
the Pentagon-affiliated 
National Defense University, 
who predicted that the Iraqi 
leader would “try to use on 
the international stage the 
kind of manipulative, strong- 
arm tactics he uses to stay 
in power at home”. 


carries out its threat to 

shoot at them, the president 
would have virtually no 
political choice but to retali- 
ate; 

So far, US policy towards 
Iraq has been treated as a 
bipartisan matter at home. 
“But it could become a parti- 
san issue if the suspicion 


grows that we're avoiding 
action,” said David Wurm- 
ser, an analyst with the 
American Enterprise Insti- 
tute. 

US defence analysts say 
that, if this week's UN diplo- 
macy proves fruitless, the 
military options Mr Clinton' 
Is considering would almost 
certainly include a cruise 
missile strike on facilities 
where weapons production 
or storage is suspected and a 
more robust air strike mi the 
elite sections of the Iraqi 
military, such as the Repub- 
lican Guard. 

The latter option would 
carry a high diplomatic cost 
Even Britain, which has 
been Washington’s closest 
friend on the Security Coun- 
cil, might feel some queasi- 


ness at a punitive strike - 
which violated the principle 
of proportionality. 

Paradoxically, the need, to 
retain the moral high 
ground is likely to make the 
US cautious about using one 
of the most obvious ways to 
impose further punishment 
an Iraq: calling into question 
the oil-for-food deal that 
allows limited sales of Iraqi 
crude for humanitarian par- 


“The Arab world sympath- 
ises with the plight of the 
Iraqi people,” said one Wash- 
ington observer. “By show- 
ing we are not Indifferent to 
the Iraqi people, the oil-for- 

food arrangement gives us 

the political and diplomatic 
space to maintain the sanc- 
tions regime.” 


Nike under fire ‘La Reve’ under the hammer 
on conditions 

• T 7 fl 1x1 1941 • Victor Ganz. a 

m \ / -f 0 soft-spoken, bespectacled 

v letnam 


By William Lewis 
in New York 

Nike, the US sports wear 
group, said it was testing 
the levels of manufacturing 
chemicals at a plant run by 
a subcontractor in Vietnam 
following the leak of an 
embarrassing inspection 
report by Ernst & Young, 
the accounting firm. 

The report, leaked on Fri- 
day by tbe Transnational 
Resource and Action Centre, 
a San Francisco-based group 
that monitors conditions at 
US companies' overseas 
plants, represents the latest 
in a series of attacks on 
Nike by activists. 

They allege that the com- 
pany tolerates unsafe and 
exploitative working condi- 
tions at plants that manu- 
facture its goods in develop- 
ing countries, particularly 
in south-east Asia. 

The Ernst & Young report, 
prepared for Nike, details a 
nnmber of questionable 
working conditions and 
practices at a factory in the 


Dong Nai province of Viet- 
nam, including inadequate 
safety equipment and train- 
ing, encouragement of 
excessive overtime and 
exposure to chemicals, noise 
heat and dust. The inspec- 
tion found that dust in the 
mixing room exceeded the 
standard level by 10 times 
and that dust concentrators 
were inadequate. 

Ernst & Young also found 
that personal protective 
equipment such as gloves 
and masks were not pro- 
vided each day. 

In parts of the factory 
which use chemicals, Ernst 
& Young found that more 
than half of the employees 
did not wear protective 
equipment. Approximately 
10.000 Vietnamese workers 
are employed at the factory 
to manufacture Nike shoes 
for export. 

Nike said the Ernst & 
Young audit was one year 
old and the company had 
taken steps to improve 
working conditions at the 
factory. 


In 1941, Victor Ganz, a 
soft-spoken, bespectacled 
American who ran his fami- 
ly’s costume jewellery busi- 
ness, took $7,000 and bought 
“La Rhve” - Pablo Picasso’s 
brightly coloured portrait of 
his lover Marie-ThArtse Wal- 
ter, dre aming in an arm- 
chair. 

Today, “La RGve" is worth 
around $30m and forms part 
| of a collection of 115 paint- 
ings. drawings and sculp- 
tures which Christie's is auc- 
tioning from the collection of 
Victor and Sally Ganz in 
New York today. Christie’s 
calls it the most valuable 
sale of a single collection in 
history, with a conservative 
price tag of $l2Sm. 

The Ganz sale is the start 
of what is being touted as 
one of the biggest autumn 
auction programmes in New 
York since the 1980s. with 
$500m worth of works by 
Cezanne, Matisse, De Koon- 
ing and others set to go 
under the hammer. 

With so much at stake, 
both Christie's and its 
arch-rival Sotheby's have 
cranked up their marketing 
efforts. Christie’s has virtu- 
ally created a museum in its 
Park Avenue showrooms to 



“La R£ve” - Picasso’s portrait of his love Marie-Th€r£se 


display the Ganz collection, 
complete with a dedicated 
210-page, S80 catalogue, com- 
puter screens that display 
information and a special 
rubber floor to cut down on 
noise and vibration. 

Sotheby’s, meanwhile, is 
designing an exhibition that 


promote its coming auction 
of the Keir collection of 
medieval enamels. 

So far it seems to be work- 
ing. More than 1,000 people a 
day have visited the Ganz 
collection over the past two 
weekends. 

The Ganzes were not rich by 




US securities 

industry in 
melting pot 


will include live models to today's standards and spent 


less thaw ffftn on their collec- 
tion in tbe course of 50 
years. They concentrated on 
what they liked and never 
tried to assemble the kind of 
wide-ranging coDection of a 
Guggenheim or a Frick. As a 
result, in half a decade they 
bought the works of only 
five artists: Picasso, Robert 
Rauschenberg, Jasper Johns 
and sculptors Frank Stella 
and Eva Basse. 

According to Michael Fitz- 
Gerald, chairman of tbe 
Department of Fine Arts at 
Trinity College in Hartford. 
Connecticut, and editor of a 
new book, A Life in Collect- 
ing: Vidor and Sally Ganz: 

“ Their commitment came 
only after they had meticu- 
lously examined the art, 
studied the career and mea- ' 
sured a particular artist 
against history. Once given, 
their dedication was unshak- I 
eable.” 

With a sure touch, a will- | 
ihgness to take risks on 
unknown artists and a pro- 
pensity to buy challenging 
rather than pretty works, 
they became known as col- 
lectors who never made a' 
mistake. And they lived 
among their purchases, dis- 
played throughout their 
apartment in Manha ttan’s 
Grade Square. 


By Tracy Corrigan 
in Boca Raton 

A glance at the list of 
speakers at the Securities 
Industry Association’s meet- 
ing in Boca Raton. Florida - 
the forum for Amer- 

ica's retail financial services 
industry - told the tale: the 
key speeches were delivered 
by the heads of a computer 
company, a bank and an 
insurance company. 

Of the 33-strong SIA board, 
six members work for com- 
panies owned by banks, four 
are owned by insurance 
groups and four are owned 
by fund management compa- 
nies. America's once homo- 
geneous brokerage industry 
ha<> become a melting pot. 

“Clearly, when it comes to 
retail financial services, life 
insurance companies, banks, 
securities firms and mutual 
fund companies are all 
beginning to play in one 
another’s ball park." said 
Joseph Mellone. president 
and rhipf executive officer of 
Equitable Companies, the US 
financial services group. 

The consolidation which 
has already swept the finan- 
cial services industry this 
year has further blurred the 
divisions among commercial 
and investment banks, insur- 
ance companies, brokerages 
and even technology compa- 
nies. 

Philip Purcell, chairman of 
Morgan Stanley. Dean Wit- 
ter, Discover - itself formed 
by a merger in February - 
described this year's record 
level of mergers in the secu- 
rities industry, at around 
S26bn according to the SIA, 
as “batting practice” far a 
further round of consolida- 
tion. 

He noted, though, that 
combinations such as Bank- 
ers Trust /Alex. Brown and 
Nationsbank/Montgomery 
Securities represented “a sig- 
nificant departure from the 
cost-driven combinations we 
have seen before". But, be 
added: “Does anyone really 
think that Nationsbank’s 
investment banking ambi- 


tions are confined to high- 
technology companies and 
IPOs [Montgomery’s 
strengths I? Hugh McCoU (of 
Nationsbank] is Just getting 
warmed up." ' _ 

IBM's chairman Uou Geret- 
aer. whose own company is 
trying to get into the busi- 
ness as an intermediary, pre- 
dicted that the securities 
industry would completely 
shift to the internet, threat- 
ening the role of full -service 
brokers who have already 
seen younger investors shift 
to discount brokers. 

‘I hope they’re 
right. . - it 
seems like 
a low growth 
ra te to me’ 

The need for increased 
spending on technology Is 
viewed as one of the driving 
forces of further consolida- 
tion. with heavy investment 
required in areas such as on- 
line trading, client informa- 
tion systems, and e-mail and 
internet communications. 

According to the SIA, 
spending on technology by 
North American securities 
firms reached more than 
$llbn last year, with the 17 
largest accounting for more 
75 per cent of the total 
- roughly 10-12 per cent of 
revenue. 

According to a study by 
the Towers Group, spending 
is expected to increase at a 
compound annual rate of 5 
per cent, although Irving 
Weiser, the SIA's new chair- 
man. said wryly: "I hope 
they're right . . it seems like 
a low growth rate to me.” 

Despite a further market 
decline on Friday, delegates 
were in good spirits as they 
left the conference at the 
weekend. Alter all, their cli- 
ents, America’s retail inves- 
tors, are widely credited 
with having saved the mar- 
ket from going into a free 
fall two weeks ago. 
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EU ROPEAN PRESENTATION . f 

The Institute de Empresa, and the Institute of Industrial Development of the State 
of Minas Gerais (Brazil), under the sponsorship of the European Commission are 
organising the European Presentation on privatisations and concessions of the State of 

Minas Gerais. 

The presentation will take place at the President World Trade Center Hotel of Brussels, on the 13th and 14tb of 
November 1997. This presentation will introduce to European entrepreneurs and investors the specific process 
of privatisations and partnership that the State of Minas Gerais is to implement in the 

areas of 

Banking, Energy, Highways and Telecommunications. 

The program includes detailed presentations of tbe plans concerning these four sectors, as well as an agenda 
of contacts with the authorities in charge of those plans. 

The State of Minas Gerais is the second biggest state in terms of population (16 million) 
of Brazil. It borders the states of Sao Paulo and Rio de Janeiro. It is die Brazilian fastest- 

growing economy. 

Exports Evolution - Minas Gerais / Brazil Annual Investment Intention Survey 
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Source: Corporate Location. SeptemberfOciotw/1996 


BANKING: 

The Banco do Estado de 
Minas Gerais (BEMGEI, 
has a network of 461 branches 
in Minas Gerais and 39 in 
other states. As a financial 
group, it is formed by a 
commercial bank, insurance 
company, credit cards 
company, consumer loans 
company, broker /dealer and 

a subsidiary in Uruguay. 

The privatisation process will 
take place over the year 1998. 


ENERGY: 

CEMIG is one of the largest 
and most important Brazilian 
company in the energy and 
utilities sector, due to its 
strategic situation and market 
size. In the context of the 
privatisation process, the 
sector is being segmented into 
four market activities: power 
generation, transmission, 
distribution and energy 
commercialisation, providing 
opportunities for new ventures 
in these business areas. 


HIGHWAYS: 


The Minas Gerais' rued 
communications network: has 
a high strategic value, due to 
its centra) location In tbe 
Brazilian road infrastructure. 
The State of Minas Gerais is 
now opening up an ambitious 
plan for foe construction and 
private exploitation of 2,976 
Kilometres of highways. The 
plan includes foe construction 
of main radial arteries from 
foe State’s capital, Belo 
Horizonte.. 


TELECOMMUNICATIONS: 

TELEMIG is foe third largest 
Telephone Company in Brazil 
in foe context of foe 
privatisation process, it is 
interested in developing and 
expanding its strategic 
partnerships, mainly in foe areas 
of satellite communication, 
cable TV in large cities of the 
State, value-added services, 
development of integrated 
solutions for corporate 
customers and generation of 
infrastructure to make feasible 
large-scale business 
implementation. 



For farther information and applications, please contact 
Institute de Empresa, CoJegio de Dimxtdn, 

| A/ 6 * I N S T I T V T o 
/K d * ErtFBESA 

s tc COLEGIO DE 
DIRECCION 

Madrid: Td. (HI) 564 53 54 Fax 1341) 564 40 64 E-mail Cokgio Direcckfe ®ie- ucm.es 
Brussels: Tel. 1322) 732 33 33 Fax (322) 732 89 90 E-mail cheuropa @ infoboard.be 
ww-wje.ocm.es/mmai getais 


For more 
information 
on your 
markets ... 


Our Management Reports contain 
concise, relevant information on the 
rapidly changing healthcare, 
pharmaceutical and medical device 
markets worldwide. 

These fact-filled reports ensure you 
stay fully informed and market- 
responsive at all times, thereby 
providing you with an economical 
alternative to commissioning your 
own research. 
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For further details, and a full list of contents for 
any of the reports, ✓ appropriate tax and 
complete the above form. 

Fax or mail this 
advertisement to: 

FT Pharmaceuticals & Healthcare 
Publishing, Maple House , 

■ 149 Tottenham Court Road, London 
W1P9LL. 

Fax: +44 (0)171 896 2213 
«: Sarah Paul +44 (0) 171 896 2209 
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It’s that moment of insight when remarkable things 
happen. 

For example, take the makers of Ping 1 ® golf 
equipment. Karsten Manufacturing was taking years 
to design a new set of Ping irons. That’s twelve irons. 
That’s one at a time. That’s way too long. Then, they 
began developing and testing their designs on high- 
performance Silicon Graphics® systems 
Less than a year later, a new set of 
Ping clubs shipped to stores around 
the world. And golfers everywhere 
found one more thing to love 
about the game. 


WWW 



It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
comer of the world use Silicon Graphics workstations 
and servers in manufacturing, science, government, 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 


June 1.9,2:45 pro. 

Dan Kubica. 

Senior Engineer^ Ping Golf Qubs 
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Labour begins preparations for Emu 


by John Kampfner in London and 
Stefan Wagstyi in Birmingham 

Gordon Brown will today set in 
train preparations for UK entry 
Into European economic and mone- 
tary union, proclaiming Britain 
will be a "euro-friendly business 
environment" from the single cur- 
rency's inception in 1999- 

Mr Brown will tell the Confeder- 
ation of British Industry today that 
the government plans to spend 
European Union money hum Janu- 
ary for a marketing campaign to 
extol the virtues of Emu. 

The chancellor's positive pro- 


nouncements on Emu, will strike a 
sharp contrast with William 
Hague, leader of the Conservative 
party, who will warn business not 
to be guided by “siren voices" 

Aides to Mr Hague, said his 20- 
minute address to the CBl confer- 
ence was designed to "tell them 
some home truths". 

They added he was not perturbed 
by an admission from Sir Colin 
Marshall. CBI president, that it 
was closer to the government than 
the Tories on the issue. 

Mr Brown is expected to 
announce that the standing com- 
mittee established by the govern- 


ment to begin preparations, which 
includes the CBL TUC, chambers 
of commerce and senior minis ters, 
will begin its work this week. 

“I believe there is an Increasing 
consensus about the principles of 
the single currency," Mr Brown 
will say. “These preparations are 
not cosmetic, but reaL" 

The government has made clear 
its support in principle for Emu, 
but in effect ruled out UK partici- 
pation before the next general elec- 
tion, due by 2002. 

Mr Brown said that in January 
the government win begin apply- 
ing for EU funds for a public infor- 


mation campaign on the euro. The 
previous Tory government refused 
to take up a portion of the fond, 
which rose to £21m ($3L86m) in 
1997. 

Mr Hague’s advisers said the 
opposition would seek some of the 
money to put the opposite case. 

Mr Brown’s words will be wel- 
comed by the CBI leadership in its 
efforts to encourage British entry 
into monetary union. In a poll of 
CBl members published yesterday. 
72 pm- cent said the UK should plan 
to join emu as soon as economic 
convergence is in place, while 16 
per cent disagreed and u per cant 


Companies 
Tag behind 
EU rivals’ 


By David Wigfrton, 

Political Correspondent 

Even Britain's largest and 
most successful companies 
have lower productivity than 
their rivals elsewhere in 
Europe according to a con- 
troversial government report 
to be published this week. 

The analysis, prepared by 
the Department of Trade and 
Industry, challenges the 
accepted wisdom that 
Britain's low average pro- 
ductivity is due to a long 
“tail" of underperforming 
companies. It concludes that 
while a number of British 
"star performers" match 
their continental rivals "the 
major British companies suf- 
fer in comparison with 
theirs". 

The finding s suggest busi- 
ness could be taking a "very 
complacent” view about the 
UK's international competi- 
tiveness, according to one 
government official. The 
report will be seized on by 
those leftwing critics who 
say there are fundamental 
problems with the British 
economy, including compa- 
nies' vulnerability to take- 
over, which affect even the 
country's most successful 
businesses. 

The findings will be 
unveiled by Margaret Beck- 
ett. the industry secretary, 
when she releases the 
results of the government's 
“benchmarking" of UK busi- 
ness at this week's Confeder- 
ation of British Industry con- 
ference. 

The report challenges the 


CBl view that if all UK com- 
panies performed as well as 
the leaders In their domestic 
sector they would be up to 
world standard. 

Tbe view that Britain's 
problem is a long tail of 
underperforming companies 
is firmly entrenched across 
the political spectrum. The 
influential Commission on 
Public Policy and British 
Business, formed by the left- 
leaning Institute for Public 
Policy Research, concluded 
that the UK had some of the 
best companies in tbe world. 
It said: “The British malaise 
is one of a low average, 
caused by our sub-standard 
firms being more numerous 
- and more sub-standard - 
than those found elsewhere.” 

But the DTI analysed pro- 
ductivity in five industries - 
steel, chemicals, pharmaceu- 
ticals. office machinery and 
automotive components - 
and found the tail of under- 
performers in the UK was no 
worse than in France, Ger- 
many or Italy. Although 
there were “star" performers 
which matched their conti- 
nental counterparts, these 
tended to be small and, as a 
group, accounted for a mod- 
est proportion of industries' 
sales. “The productivity of 
the leading British 
firms . . . tends to lag 
behind that of their conti- 
nental counterparts," the 
report concludes. 

Compared with their Ger- 
man counterparts, UK com- 
panies tend to be smaller 
and so fail to gain the same 
economies of scale. 



Taxpayers could face 
nuclear clean-up bill 


By Simon Halberton 

British taxpayers will face a 
big bill for decommissioning 
and cleaning up the nation’s 
nuclear industry with 
£29.4bn ($48.8bn) of the 
industry’s officially recog- 
nised £42bn nuclear liabili- 
ties currently unfunded, a 
study warns. 

The report from the Sci- 
ence Policy Research Unit at 
Sussex University says an 
urgent government review is 
needed to assess how the 
clean-up will be funded and 
whether plans to reprocess 
nuclear waste should be 
shelved in favour of less 


costly methods such as 
aboveground dry storage. 

Nuclear liabilities are the 
unwanted products of the 
nuclear age. including radio- 
active waste, spent reactor 
fuel, and redundant nuclear 
structures. The study, pub- 
lished today, is the first inde- 
pendent quantification of 
these liabilities. 

Gordon MacKerron and 
Mike Sadnicki, the report's 
authors, question the ability 
of British Energy, the priva- 
tised nuclear utility, to pay 
for the closure or eight 
nuclear power stations. 

British Energy puts £l6m 
a year into a “segregated 


fond" for discharging 
Long-term nuclear liabilities. 
If it were also to provide for 
the shorter-term liabilities 
the fund would require 
£l27tn a year, the authors 
estimate. The study says 
there are “significant risks” 
that the taxpayer will have 
to finan ce a substantial pro- 
portion of these liabilities. 

British Energy, however, 
denied it would have diffi- 
culty in funding its liabili- 
ties. "We will accrue funds 
for unfunded liabilities as we 
continue to generate and our 
business performance shows 
we are more than capable of 
doing that" it said. 


said they did not know. The survey 
was sent to 2,441 companies of 
which 734 replied. 

CBI leaders went out of their 
way to avoid conflict with the 
Tories, without giving up their 
commitment to emu entry. 

Sir Colin Marshall, the CBI presi- 
dent, said: “We are not at war with 
any political party but where polit- 
ical parties raise areas and take 
positions which we disagree with 
and which we don’t think are rep- 
resentative of our members or are 
in the best interests of the business 
sector th en we will take issue with 
them.” 


Insurers 
act on 
‘computer 
bomb’ 


By Christopher Adams, 
Insurance Correspondent 

Insurance companies have 
agreed the wording of con- 
troversial exclusion clauses 
designed to protect them 
against a flood of claims 
relating to the “millennium 
bomb". 

Many policies are now 
expected to be r ewr itt en spe- 
cifically to exclude the risk 
of disruption caused 
by df* SO-Called millennium 
bomb. This will force 
thousands of companies 
to accept changes in policy 
wording and pay themselves 
for damage that could run 
to billions of pounds. 

The millennium bomb IS a 
legacy from the early days 
of computing, when years 
were stored in programs as 
two digits rather than four. 
At the tom of the century, 
many machines will be 
unable to distinguish 
between 1900 and 2000 since 
both years are stored as 00, 
leading to potentially cata- 
strophic results. 

The Association of British 
Insurers, which has. drafted 
the exclusions, will this 
week publicly set ont the 
industry's position on the 
millennium bomb, warning 
companies that they cannot 
expect to be insured for 
problems it causes. 

It will say tbe emus is on 
policyholders to take pre- 
ventative steps. 

-Insurers had feared that 
many companies would seek 
to recoup the cost of 
disruption by claiming on 
commercial Insurance poli- 
cies. 
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Dome visitors 
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■ STERUNG 

Bank looks at pound’s strength 

News about monetary policy explains only a jiuarterof 
sterling's appreciation since August 
to a study to be published by the Bank of England this 
week. However, it finds that news on the expected future 
conduct of UK monetary policy can explain most of the 
movements in sterling following its exit from the 
exchange rate mech a nis m in 1992. 

The study, by B»nk economists Andrew Brigden, Ben 
Martin and Chris Salmon, analyses exchange rate move- 
ments based on the uncovered interest parity condition. 
This condition says that over any specific time period, the 
return on assets denominated in different currencies 
should be equal, after allowing for any risk premium. 

That Is, any expected depredation in a particular cur- 
rency must be compensated for by higher interest rates. 
This condition is used to work out how much of any unex- 
pected change in the spot exchange rate is due to changes 
in tbe differential between expected UK interest rates and 
ftypytwi rates in the rest of the world. Vicki Barnett 

■ TELECOMMUNICATIONS 

Mobile phone market slows 

Growth in the number of mobile pbone subscribers 
halved in the first nine months of the year compared with 
the came period in 1996 prompting suggestions that ear- 
lier forecasts of more than 12m subscribers in the UK by 
the end of the decade may have been optimistic. Conti- 
nental Research, a consultancy which regularly surveys 
the UK mobile business, says there are now likely to be 
only 10.04m subscribers by the end of 1999 and 10.7m by 
2000. Analysts believe the comparatively high cost of 
mobile telephony in the UK is holding back the market 

Alan Cane 

■ TRAINING 

Tec launches survival attempt 

The trataing and enterprise council at the centre of a £2m 
fraud inquiry will this week launch a final survival 
attempt by proposing a cost-cutting package worth £2m a 
year. 

Central England Tbe will also blame the government’s 
Employment Service for foiling to prevent the fraud, 
claiming the service has lost much of its paper records. 

The Employment Service strongly denies the claims and 
says it has retained all the records it requires in the case. 
Government investigators accuse Central England Tec of 
poor financial controls which allowed persistent alleged 
fraud by a provider of courses for the long-term unem- 
ployed. The Tec is believed to have paid for trainees 
already in work. The Tec claims the levels of fraud were a 
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London Stock Exchange may act as central counterparty 


Pressure to cut share deal costs 


By George Graham, 

Banking Editor 

The London Stock Exchange 
could change the way large 
share bargains are settled 
after pressure from leading 
stockbrokers who want cuts 
in dealing costs. 

The stock exchange is con- 
sidering acting as a central 
counterparty to large trades 
in an effort to make its new 
automated share trading sys- 
tem more attractive. The 
change would bring It into 
line with most continental 
exchanges that have similar 
electronic systems. 

With a central counter- 
party, brokers would be able 
to add up all the trades they 
make each day in a particu- 
lar share and settle the net 
balance. 

Doug Atkin, chief execu- 
tive in London of Instinct, 
the automated brokerage 
owned by Reuters, the media 
group, said the result could 


be a substantial saving on 
settlement costs. 

“In any other major mar- 
ket in the world I can do 
L000 trades but at the end of 
the day I have one settle- 
ment per stock, and that 
costs next to nothing. If I do 
1,000 bargains In Glaxo on 
Monday, I have to settle 
1,000 times, and at £2 ($3.32) 
to £4 a time that is expen- 
sive,” be said. 

Although the new elec- 
tronic order book has started 
slowly, handling just 35-40 
per cent of trading, most 
large dealers believe the sys- 
tem is working as it is sup- 
posed to. 

“Considering tbe market 
conditions ami the volatility, 
as a system it has not fal- 
tered once," said Martin 
Lupton, of Dresdner Klein- 
wort Benson. 

. Stock exchange officials 
raised the idea of a central 
counterparty 18 months ago, 
in the early stages of prepar- 


ing for the new electronic 
trading system launched last 
month- •, .• 

- At the time member firms 
were unhappy about the idea 
because they feared it would 
reduce their ability to man- 
age risks. Under the new 
trading system, brokers do 
not know who might match 
the bids .and offers they 
place on the central elec- 
tronic order book, and are 
therefore unable to control 
who they deal with. 

Now that feeling has 
changed, and many larger 
brokers are more worried 
about another consequence 
of the new system: that one 
big order may be matched by 
several smaller ones. That 
means that trading the same 
number of shares may 
involve multiple bargains, so 
increasing settlement costs. 

“A lot of people are wak- 
ing up late in the day to 
points that were raised in 
some cases years ago," said 
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Richard Balarkas. chief oper- 
ating officer for equities at 
BZW. one of the largest deal- 
ers. However, multiple fills 
for large orders have proved 
less of a concern than expec- 
ted. Exchange officials say 
that in the first three weeks 
orders have been filled by 1.7 
bargains on average, whan 
something closer to 3 had 
been expected. 

Crest, the central settle- 
ment system, remains hos- 
tile to tbe idea of a central 
counterparty, on the 
grounds that the safety of 
the system as a whole is bet- 
ter assured by settling gross 
than by netting off each 
firm’s bargains. 

Iain Saville. Crest's chief 
executive, wrote to member 
firms recently arguing that a 
move to netting would be “a 
retrograde step". He 
acknowledged, however, that 
"principles sometimes have 
to be tempered in the light of 
practical facts". 
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7 A generous social 

• system could cause 

problems, but oil 
revenues will give the 
administration time, 
St says Tim Burt 

New pilots 

" '■ ■■■ ■■■"“'■• ^ hold to 

successful 

course 


In most countries a change 
in government signals a 
shift in direction. A fresh 
cadre of ministers, buoyed 
by election victory, comes to 
office ready to implement 
new polices. 

Not so in Norway. The 
departure last month of the 
ruling Labour Party and the 
arrival of a centre-light 
coalition has seen little 
deviation from the political 
course already charted by 
Scandinavia’s oil-rich 
kingdom. 

The coalition - comprising 
the Christian Democrats. 
Centre and Liberal parties - 
has assumed control of one 
of the world’s 10 richest 
economies with a distinctly 
modest political agenda. 

The radical policies 
advocated in opposition have 
been replaced by a broad 
consensus approach to the 
country’s economy, generous 
welfare system and foreign 
relations. 

Of course, the go v ernment 
led by Bjell Magne 
Bondevik, . tile one-time 
pastor and now Christian 
Democrat leader, would 
reject any . suggestion that it 
Is unambitious. But in 
practice, his government is a 
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hostage to the Storting, 
where it controls barely a 
quarter of the 165 seats. 

With such a fragile hold 
on power, Mr Bondevik must 
tailor every policy to secure 
the support of either Labour 
on the left or the 
Conservatives and the 
Progress Party on the right 
to get anything done. In 
stable parts of the world, 
such a political framework 
could threaten a period of 
dangerous volatility, hi 
Norway that is about as 
likely as a warm winter in 
Oslo. 

“This country ■ runs 
virtually on . automatic 
pilot,” according to one 
Norwegian political analyst 
*AH the government needs 
to do is adjust the controls 
now and then to make sure 
it’s on the correct heading." 

Norway finds itself In this 
position because: ! or oQ. 
Revenues from its North Sea 
oilfields account for more 
than 15 per cent of GDP, and 
free cashflow* from the 
industry is expected to 
generate NKrBSbn for the. 
state this year. 

It would take a- 
government of startling 
incompetence to upset the 
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oil-fuelled economy. The 
relatively unconcerned 
reaction of the bond and 
equity markets to the new 
coalition suggests the 
administration is regarded 
as a safe pair of hands at 
least. 

Nevertheless, like its 
predecessor, the government 
faces the same long-term 
problems: while oil 

generates large surpluses in 
the country's balance of 
payments and central 
government finances, state 
coffers remain vulnerable to 
changes in the price of crude 
oil, and the eeonomy suffers 
from any decline in 
investment in the petroleum 
sector. 

Although Norway is 
unlikely to find itself 
strapped -for cash, its 
dependence on oil wealth 
presents other problems. 
Once the oil reserves start to 
runout, the government will 
have to Aid other ways of 
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funding its cradle-to-grave 
welfare system. . . 

It has already started 
salting money away In the 
government Petroleum 
Fund. But faced with 
increasing pressure to solve 
problems - such as long 
hospital waiting lists and 
skills shortages - the 
coalition may And it difficult 
to save for tomorrow rather 
than spend today. 

Save, however, is what it 
needs to do - particularly if 
it plans to maintain 
generous provision for the 
elderly. With the number of 
Norwegians aged 80 or more 
expected to double over the 
next 50 years, spending on 
old age and disability 
pensions alone could 
increase from 8 to 16 per 
cent of GDP. Add in 
state-funded education, 
family grants and existing 
benefits, and the public 
spending requirement begins 
to look daunting Indeed. 
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Fortunately for the new 
government, those days are 
some way oft Even so, there 
is growing pressure on the 
finance ministry to secure 
better returns on money 
invested in the Petroleum 
Fund. Hence, the plan to put 
a larger proportion of the 
fund in international 
equities. 

While concerns have been 
raised over the stability of 
oil revenues In the 
long-term, some economists 
are also beginning to express 
doubts over the m ainland 
economy. Outwardly, all 
looks well. Employment and 
growth are rising steadily. 
Interest rates and inflation 
remain low by international 
standards, and inward 
investment has picked up 
substantially. Yet, according 
to Norges Bank, the 
Norwegian central bank, 
uncertainty concerning 
economic development is 
greater than it has been for 


a long time. 

Thera are fears that GDP 
growth approaching 4 per 
cent will lead to overheating, 
while a labour shortage 
could undermine calls for 
wage restraint, hamper 
manufacturing output and 
lead to higher consumer 
prices. 

At present, the 
government, central bank, 
employers and unions work 
together in the so-called 
"solidarity alternative” to 
maintain economic stability 
through stable exchange 
rates, tight fiscal policy and 
modest wage rises. It is a 
delicate balancing act which 
has paid off so far but it 
would take only one link in 
the chain to break - such as 
an end to wage bargaining 
or a rapid rise in the krone - 
to disturb the equilibrium. 

The need to maintain the 
balancing act could act as a 
further restraint on 
government. Certainly, the 
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Mr Bondevik 1 * government is a hostage to Hie Storting 


coalition can fund modest 
spending increases through 
small tax rises but it cannot 
afford to go on a wholesale 
spree, nor would the 
Storting allow it to do so. 

The coalition’s minority 
hold on power will also farce 
it to moderate some of its 
more controversial policies 
in other areas, too - 
particularly those of the 
Centre party. 

Threats and cajoling from 
Labour on me side and the 
Progress party on the other, 
mean policies such as 
p olling Norway out of the 
European Economic Area or 
cutting oil output by 10 per 
cent will never see the light 
of day. 

If Mr Bondevik tried to 
force through such 
contentious proposals, he 
would soon find himself in 
opposition again. Anxious to 
remain in power, he has 
launched a policy platform 
that has already earned his 
administration the nickname 
“the slalom government”. 

The environmental lobby 
has been assuaged by the 
pledge to cancel two 
gas-fuelled power plants; the 
right has been soothed with 
a commitment to tougher 


policing; while the left has 
welcomed the plan to 
increase minimum pension 
entitlements. 

If the coalition can 
continue to steer a course 
between the rival factions in 
the Storting, it could stave 
off the threat of collapse - at 
least in the medium term It 
should also be able to rely 
on the support of opposition 
parties keen to keep Labour 
out of power. 

In the meantime, Norway's 
macro-economic and foreign 
relations platform will 
remain largely unaltered. 
Petroleum revenues will 
continue to fund the 
government welfare 
machine, and with a steady 
exchange rate and fav- 
ourable crude prices, the 
Petroleum Fund should 
swell further. 

“Of course, there is some 
nervousness about the 
economy and how we will 
survive this four-year term," 
one new coalition minister 
admits. “But we and our 
political rivals share a 
heavier responsibility to 
keep the country on course 
beyond that No-one is ready 
to throw it away for 
short-term glory.” 
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on .Its : feet. Together with our partners. In’ energy - regional distributors, local- 
government -and industry - we have already moved a long way within a, short 
space of time. We are able to supply natural gas via an area-wide network to all 
parts of east Germany - a rnqjor achievement which has received international 
recognition. Now we are focusing on the finer details: greater flexibility in gas 
purchasing, and .the abfWy to meet growing demand for gas. That makes us the 
right partner for energy. 
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THE ECONOMY « by Tim Burt in Oslo 

An enviable 
situation 


Annual percentage change 
12.0- — 


Norway 


There is a risk of 
the economy 
overheating 
unless the unions 
exercise restraint 

Most European finance 
ministers probably regard 
Norway’s economy with 
envious eyes. 

From afar, it would appear 
pretty straightforward to 
manage public finances In a 
country of fewer than Sm 
people - particularly one 
that enjoys an oil-related 
cashflow of more than 
NKr85bn a year. 

Certainly, Gudmund Res- 
tad. finance minister In the 
new coalition government, 
has inherited a rather com- 
fortable situation from his 
Labour party predecessor, 
Jens Stoltenberg. 

By the finance ministry's 
admission, the economy 
makes pleasant viewing. For 
almost four years, Norway 
has seen buoyant growth in 
production and employment. 
Unemployment at around 3 
per cent has fallen steadily 
and is below that of most 
industrialised countries. 

There is now a fiscal sur- 
plus and the current account 
surplus has grown. Stripping 
out the impact of the oil and 
offshore industry, average 
annual mainland GDP 
growth is expected to reach 
3.6 per cent for the period 
between 1984 and 1997. 

That pretty picture moved 
Moody’s Investor Service, 
the US credit-rating agency, 
to note recently that Norway 
had outperformed the aver- 
age of European Union coun- 
tries on all economic indica- 
tors since 1992. 

Giving the country a triple 
A rating, the agency added: 
“The upgrade reflects Nor- 
way’s unparalleled and 
growing strength among 
OECD countries." 

So far, so good. But there 
may be clouds on the hori- 
zon. There is a risk of the 
economy overheating, partic- 
ularly in the mainland sec- 
tor where there are serious 
shortages of skilled labour. 

If those labour shortages 
begin to hit manufacturing 
output, or still more omi- 
nously, prompt wage infla- 
tion among employers anx- 
ious to fill vacancies, then 
Norwegian prices could 
begin to rise sharply. 

That scenario has raised 
concerns among a number of 
leading economists, not least 


at Norges Bank, the central 
bank of Norway. 

Jan Qvigstad, chief econo- 
mist at Norges Bank, 
believes the threat of over- 
heating could threaten the 
three-way “Solidarity Alter 
native" on which economic 
stability depends. "We are 
getting close to a situation 
that is overheating danger- 
ously. Fiscal policy needs to 
be tightened to compensate 
for this," be adds. 

But that is easier said than 
done. The solidarity alterna- 
tive is not a model that lends 
itself to using interest rates 
to curb consumer demand. 
And the central bank cannot 
use monetary policy that 
way - even if it wanted to. 

The Norwegian economy 
differs from many others in 
western Europe in its rather 
inflexible approach to eco- 
nomic management. First, 
monetary policy and interest 
rates are used solely to 
maintain a stable exchange 
rate, the idea being that a 
stable krone underpins cost 
competitiveness . 

Second, fiscal policy is 
focused on stabilising 
growth in domestic demand. 
And third, price and wage 
inflation depends on an 
informal pact between gov- 
ernment, employers and 
powerful unions to reach 
modest income settlements. 

That all works very well 
when the economy is grow- 
ing slowly but steadily, and 
while employers and labour 
groups can agree on wage 
bargaining. 

But when there are signs 
of faster growth and con- 
sumer prices rising more 
rapidly, the unions may not 
prove so willing to sacrifice 
the wage demands of their 
members. The arrival of a 
centre-right government 
planning a relaxation of fis- 
cal policy could further 
strain the solidarity pact. 

In the absence of wage 
moderation, inflation may 
rise from 2.5 per cent this 
year to almost 4.5 per cent in 
the late 1990s, according to 
Norges Bank. 

“It is an extremely chal- 
lenging position for die gov- 
ernment,'’ says Mr Qvigstad. 

Norway's desire for a sta- 
ble currency, moreover, 
could be threatened by the 
arrival of the euro in 1999. If 
as expected, 11 currencies 
are subsumed within Euro- 
pean economic and mone- 
tary union, then interna- 
tional capital hedge funds 
may decide to speculate 
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instead in Norway and other 
non-Emu countries. 

If wage restraint and 
exchange rate management 
cannot be relied on as effec- 
tive economic tools, then the 
government wifi have to rely 
on fiscal policy. 

But it faces a significant 
problem. Its Labour prede- 
cessor left the coalition lim- 
ited room for manoeuvre. In 
a valedictory budget last 
month, the outgoing govern- 
ment proposed increases in 
direct and indirect taxes of 
about NKr3.6bn in real 
terms. 

Given Its election pledge 
to remain fiscally prudent 
the government may have 
little alternative but to 
endorse Labour's spending 
plans. There may be further 
increases in indirect taxes. 
But they do not have to be 
excessive to fund the new 
government's pledges of 
extra money for the elderly, 
overseas aid, famil y grants 
and education. 

Clearly, there is a need for 
caution. It would be unwise, 
however, to be too gloomy 
about the country’s eco- 
nomic prospects. 

While the government 
knows the mainland econ- 
omy faces an uncertain 
future, it can also tell back 
on oil coffers - in the shape 
of the government petroleum 
fund - which are expected to 
be worth NKr570bn by the 
turn of the century. 

Interest and dividends on 
investments by the fund are 
expected to reach NKr5.1bn 
next year alone. 


Although the fund is there 
ostensibly to sustain Nor- 
way’s generous welfare sys- 
tem once oil reserves begin 
to run out. the government 
can safely dip into the fUnd 
to finance modest spending 
commitments without put- 
ting the future at risk. 

That has persuaded some 
economists, unlike those at 
Norges Bank, to remain rela- 
tively sanguine about the 
economic picture going for- 
ward. 

Audun Glelnsvik, chief 
economist at Christiania 
Bank, believes the govern- 
ment's minority hold on 
power will prevent it adopt- 
ing any economic policy that 
threatens Norwegian stabil- 
ity. 

“We have a new govern- 
ment, but also a strong par- 
liament.” he says. “That 
should ensure that macro- 
economic polity remains the 
same." 

The unknown factor, he 
warns, will be the attitude of 
Norway’s labour unions, tra- 
ditional allies of the Labour 
party and a crucial part of 
the solidarity package 
responsible for the smooth 
economic ride during the 
1990s. 

“While the government 
can to some extent be 
steered by parliament, the 
unions are another matter ” 
says Mr Glelnsvik. “We are 
in an overheating situation. 
So far, wage restraint has 
prevented that feeding 
through Into Inflation - but 
no-one knows how long that 
will last" 


BAM KING * by Greg Mclvor in Oslo 


Tax holiday boosts profits 


Stem challenges 
lurk beneath the 
surface of a 
seemingly benign 
environment 

Norwegian banks are 
reaping the fruits of doing 
business in one of Europe’s 
strongest economies. Surg- 
ing business investment, low 
interest rates and a con- 
sumer mini-boom have pro- 
pelled lending - and banking 
profits - to near-record lev- 
els. 

Demand for credit is grow- 
ing at an annualised rate of 
10 per cent. Fuelled by the 
lowest borrowing costs for 
more than a decade and 
demonstrated by a rapid 
expansion of the banks' loan 
portfolios. At the same time, 
rising property prices and a 
rapid decline in corporate 
insolvencies have trans- 
formed the banks’ exposure 
to risk. 

After spending much of 
the 1990s encumbered by 
loan losses and non-perform- 
ing credits stemming from 
Scandinavia’s deep financial 
crisis at the stiurt of the 


decade, the banks now find 
themselves in the happy 
position of being able to 
report net asset recoveries. 
Charges taken to cover 
losses which later failed to 
arise are now being written 
back into the banks' 
accounts, swelling profits. 
Earnings have also been 
enhanced by a continuing 
tax holiday on banks' profits 
dating back to heavy losses 
incurred during the crisis. 

On the outside, at least, 
the banking environment 
appears to be benign. But 
stern challenges lurk 
beneath the surface. In par- 
ticular, mounting competi- 
tion poses tough questions 
for long-term profitability. 
Although a threat from for- 
eign banks has yet to crys- 
tallise; Norway's banks are 
competing aggressively 
among themselves, while at 
the same time being exposed 
to growing competition from 
other providers of financial 
services. 

Net interest margins have 
declined from a peak of 6 per 
cent a decade ago to below 
3. 5 per cent as competition 
has mounted, in the deposits 
market, batiks have seen 


their traditional hegemony 
challenged by insurers and 
investment houses offering 
an array of new savings 
products. According to fig- 
ures from Norway's central 
bank, the percentage of 
household financial assets 
Invested in bank deposits 
has fallen from 45 per cent 
in i960 to 35 per cent 

This trend is demonstrated 
by a doubling in the relative 
proportion of share owner- 
ship In the period (li per 
cent of household assets are 
today held in equities) and 
the explosive growth in pop- 
ularity of mutual funds. 
Investment in mutual funds 
has quadrupled to NKr40bn 
since 1992. Although banks 
have not been slow to grasp 
this opportunity, they have 
been obliged to share the 
revenue with other asset 
management institutions. 

Judged against their Nor- 
dic peers, Norwegian banks 
suffer from a clear competi- 
tive disadvantage - high 
costs. The costAncome ratio 
of Den norske Bank and 
Christiania Bank, the coun- 
try’s two largest lenders, 
was 68 per cent in the first 
half of this year - well above 


the 55 per cent average of 
Sweden's four biggest banks. 
Bjorn Borgessou, chief exec- 
utive of Fokus Bank and 
chairman of the Norwegian 
Bankers’ Association, says 
the task for Norwegian 
banks is to reduce the cost 
base while still iriahitntnip g 
high customer service levels. 

This will be difficult but 
there is still huge potential 
for cost reduction," he says. , 
“The two ways forward are I 
greater investment In infor- , 
matiou technology and more I 
consolidation in the indus- 
try.” 

While banks in neighbour- 
ing Sweden have spent the 
past year addressing costs 
by indulging in. a merger 
frenzy, Norway’s banking 
industry remains frag- 
mented. DnB bought 
BNb&nk, a small mortgage 
lender, earlier in the year. 
Sparbanken NOR, the 
savings bank, is also plan- 
ning to merge with Fokus. 
But two other deals which 
would have tightened the 
structure of the sector fell 
through, and analysts sug- 
gest that prospects for fur- 

Cozzthuzed on page m 
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POLITICS • by Tim Burt 


Shaky hold on power 


The coalition 
needs to maintain 
a political 
balancing act to 
stay in power 

The inconclusive result of 
Norway’s parliamentary 
elections in September was 
s umm ed up by one Oslo 
headline writer with the 
words “Skal for Kaos” - 
cheers for chaos. 

The uncertainty was 
prompted by the ruling 
Labour party's decision to 
resign, even though it won 
more than twice as many 
seats as its nearest rival. 
That cleared the way for the 
formation of a loose centre- 
right coalition boasting a 
mere 26 per cent of the popu- 
lar vote, compared with the 
85 per cent won by Labour. 

Although the Labour 
leader Thorbjom Jagland 
could have quite easily 
formed a new government, 
he quit because the party 
foiled to match the 36.9 per 
cent share of the 1998 vote. 

His decision - criticised by 
some rival party leaders as 
politically naive - has seen 
one minority government 
replaced by another, weaker 
one. 

Certainly, the coalition of 
the Christian Democrats tor 
Christian People’s Party). 
Liberals and Centre Party 
looks fragile at best. And 
with a total of just 42 of the 
165 seats in the Storting 
(parliament), some Norwe- 
gian political commentators 
believe it may not last until 
Christmas, 

But talk of the govern- 
ment’s demise may be pre- 
mature. While the coalition 
has only a shaky hold on 
power, Kjell Magne Bonde- 
vik. the new prime minister, 
has carefully mapped out a 
strategy designed to ensure 
his administration lasts 
more than 100 days. 

In doing 90, the “slalom 
government" will have to 
swerve from left to right in 
search of the parliamentary 
support necessary to enact 
policy. 

In practical terms, that 
means that Mr Bondevik will 
have to embark on political 
horsetrading with both. 



Kjell Magne Bondevik: heading a ’slalom government' 


Labour on the left and the 
Conservatives and Progress 
Party on the right And that 
could prevent the coalition 
from adopting anything 
other than a consensus 
approach to power. 

Its policy statements and 
budget commitments, there- 
fore. have been fairly woolly. 
Although Mr Bondevik 
might not like it he knows 
the government cannot risk 
turning every piece of legis- 
lation into a vote of confi- 
dence. If he tries that Mr 
Jagland could be summoned 
back to the royal palace and 
asked to form a new govern- 
ment sooner than expected. 

Given the political balanc- 
ing act required to keep his 
job, Mr Bondevik has thus 
far restricted himself to 
statements that will not irk 
his rivals too much. His 
administration is unlikely to 
loosen the strict fiscal policy 
adopted by its Labour prede- 
cessor - although it could 
use more of the country’s 
surplus oil revenues to 
increase grants for families 
and the elderly. 

Among its other policy 
commitments, it has vowed 
to halt the construction of 
two gas-fuelled power sta- 
tions, increase incentives for 
small and medium-sized 
business and raise student 
grants. 

But the language is delib- 
erately vague. One policy 
document, for example, high- 
lights “freedom for parents 
to choose their own way to 
take care of their children” 
and the need to “stimulate 
people to save money, in 
order to moderate the 


increase in private consump- 
tion”. 

Some coalition critics 
describe such statements as 
a smokescreen to disguise 
the government’s weak 
power base. That is probably 
unfair- True, the coalition's 
opportunity to be a radical 
government is severely lim- 
ited. But Mr Bondevik is 
wily Mi Q M g h to play Labour 
and the Conservatives off 
against each other to ensure 
some of his manifesto 
pledges are adopted. 

They include a Nkrl2,000 a 
year rise in the minimum 
pension and increased 
spending on aid and develop- 
ment He has acknowledged 
the concerns of the right by 
vowing to increase police 
resources to tackle crime, 
while deterring to the eco- 
nomic targets of his 
left-wing predecessor. 

Some spending commit- 
ments will be funded from 
oil surpluses. But the coali- 
tion knows it cannot plunder 
the government petroleum 
fund to finance increased 
welfare spending, and parlia- 
ment would not allow it 
even if it wanted to. 

So controversial coalition 
plans, such as the Centre 
Party's call to cut oil output 
by 10 pea- cent, have been 
diluted. Instead, the govern- 
ment hopes to reassure envi- 
ronmental supporters by 
delaying the 16th licensing 
round for new exploration 
and by banning d rilling - from 
the Skagerrak seaway 
between Norway, Denmark 
and Sweden. 

According to Carl Hagen, 
leader of the Progress Party, 


this all points to a transfer 
of power from government 
to parliament. The leader of 
the right-wing group, which 
saw its share of the election 
vote rise from 9 per cent to 
more than 15 per cent, says 
the nature of the coalition 
means he can influence pol- 
icy without being in govern- 
ment . „ 

Ironically, the influence 
now enjoyed by both the 
Progress Party and the Con- 
servatives may tuna out to 
be a safeguard tor the cen- 
tre-rlgfat coalition. Mr Hagen 
and his Conservative coun- 
terpart Jan Petersen are so 
anxious to keep Labour out 
of power that they will help 
the prime minister muddle 

along. ,, 

“The only way this coali- 
tion will survive is by defer 
ring to us on one side, or 
Labour on the other," says 
Mr Hagen. 

While that may prove 
workable in the short term, 
it remains a shaky formula 
for governing one of the 
world's 10 richest economies. 
As the constitution pre- 
cludes another election for 
four years, it may be the 
best Norway can hope for. 

The only alternative would 
be another Labour govern- 
ment. But that would 
require Mr Jagland quietly 
to Ignore his election pledge 
to increase Labour’s share of 
the vote - something he has 
shown no signs of doing. 

While the current situa- 
tion looks precarious, in 
Norway the absence of a 
strong government does not 
lead to instability. 

The country’s oil riches 
and the happy c ombina tion 
of low inflation, modest 
unemployment and unde- 
manding interest rates are 
something all parties want 
to preserve. 

So Mr Bondevik. with the 
help of somewhat benevolent 
opposition parties, should 
muster enough parliamen- 
tary support to stay in 
power. He will do so largely 
by weaving an intricate 
course between rival groups. 
According to one minister, 
he is ready for the challenge. 
“When it comes to the sla- 
lom, I think the prime minis- 
ter will show he is pretty 
skilftil" 
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FOREIGN RELATIONS • by Tim Burt 


ii 


NORWAY III 


Four central pillars still standing 


The new 
government is 
expected to make 
few changes in 
foreign policy 

It was appropriate that Knot 
Vollebaefc used his Gist over- 
seas trip as Norway’s new 
foreign minister - to rihin a 
last month - to emphasise 
the coalition government's 
determination to make 
human rights a central 
plank of its foreign policy. 

tie warned that the new 
government would not allow 
Norway’s commercial inter- 
ests to override the need to 
seek improvements in Chi- 
na’s human rights record. 

His comments, however, 
provoked remarkably little 
chagrin the 40 or so 

industrialists who accompa- 
nied the minister to Beijing 1 
in the hope of securing new 
business contracts. But as 
one Norwegian chief execu- 
tive explained: “All we have 
seen so far from thfe govern- 
ment on foreign policy Is a 
change of style, not real sub- 
stance.’' 

That is a view shared by 
government officials and 
even senior members of the 


Christian Democrat-led 
administration; One minis- 
ter, who asked sot to be 
named, said: “Given our 
minority in Parliament,, 
there win probably be few 
significant changes in for- 
eign policy - just adjust- 
ments here and there." " 
.Norway, therefore, looks 
set to continue to rely on 
four central pillars for its 
foreign relations strategy: 

■ As a founds: member of 
Mato, it will rely on the mili- 
tary aOtance to protect its 
strategic defence interests 
and to offer, an international 
stage to show it can contrSh 
ate to peace-keying. 

■ Norway’s membership of 
the European Economic 
Area will continue to pro- 
vide the main resource for 
export trade and access to 
the single market 

■ Existing co-operation 
agreements with its Nordic 
neighbours in Sweden. Den- 
mark and Finland, e«n be 
further exploited to raise 
Norwegian concerns in the 
EU. 

■ Brussels. Norway hopes, 
will be made aware of the 
country’s bade and eco- 
nomic interests by those EU 
member states which enjoy 
dose relations with Oslo - 


particularly the UK In areas 
such as energy and oD explo- 
ration. 

But as with previous 
. administrations, the new 
Norwegian government’s for- 
eign policy towards Europe 
resembles something of a 
patchwork solution to . over-, 
come its 1994 decision to 
stay outside the EU. K is, in 
sample terms, the country's 
attempt to make the best fist 
of an unsatisfactory situa- 
tion. Few politicians or busi- 
ness leaders are ready to 
admit as much in public, of 
course. But in private many 
admftthaf Norway will prob- 
- ably join the EU eventually 
. - albeit not for the lifetime 
of this four-year parliament 
at least 

The new coalition govern- 
ment, however, has no inten- 
tion of even raising the pros- 
pect of EU membership for 
the time being. Quite the 
reverse; it has a number of 
issues at which it is at log- 
gerheads with the union and 
areas where its own minis- 
ters are divided. 

- The Centre Party is, for 
example, opposed to Nor- 
way’s membership of the 
EEA. Its Christian Democrat 
and Liberal partners in the 
coalition support it 


* in what may be a sign of 
things to come from “the sla- 
lom government", the Cen- 
tre Party has agreed to 
accept that Norway will con- 
tinue to participate in the 
EEA. In return, its govern- 
ment partners have given a 
nod to Centre Party sensitiv- 
ities by consulting the par- 
liament’s EEA committee on 
every European directive 
Which affects Norway. 

That could lead to some 
protracted wrangling over 
issues such as the EU’s 
dir ect iv es on gas, food addi- 
tives and gene-manipulated 
products. 

Meanwhile, all three coali- 
tion partners are opposed to 
Norway adopting the Schen- 
gen agreement to reduce bor- 
der controls in Europe. But 
in another attempt to avoid 
a parliamentary row with 
the Labour party over the 
issue, the government is 
thought to have deferred a 
decision until after Denmark 
has decided in its referen- 
dum next May whether to 
accept the changes to Schen- 
gen proposed at this year's 
Amsterdam summit 

But the government denies 
any concerted hostility to 
the EU. “The fact that Nor- 
way is not part of the EU 


does not mean we. will not 
want to have close and open 
co-operation with EU mem- 
ber states.” 

Given that the new gov- 
ernment - whatever its 
internal differences - does 
not want to set Norway on a 
radically different foreign 
policy path from its Labour 
predecessor, it has relatively 
little room to stamp its own 
identity an foreign relations. 
And even if it wanted to, its 
fragile minority would make 

it virtually impossible to win 
parliamentary backing for a 
new stance. 

Hence. Mr V oil ebaek’s 
emphasis on human rights 
and aid for developing coun- 
tries. These are both safe 
areas for a Norwegian gov- 
ernment, even If the right- 
wing Progress Party believes 
overseas aid should be given 
less priority. 

In one of its few foreign 
policy initiatives, the coali- 
tion has vowed to increase 
the proportion of oversees 
aid donated by Norway from 
0.88 per cent to l per cent of 

nattnnal income. 

That could lift the coun- 
try’s annual NKr9bn dona- 
tions - already the highest 
per capita in the world - to 
almost NKrl2bn. 


That Increased aid spend- 
ing will be overseen by Hilde 
Frafiord Johnson, the newly- 
appointed minister of devel- 
opment and human rights. 
She is determined to give 
greater emphasis to educa- 
tion aid rather than grand 
i n frastructure projects, and 
is ready to use a larger pro- 
portion of the government's 
surplus oil revenues to do 
so. 

“We must increase our aid 
spending. If the interna- 
tional community saw Nor- 
way reducing its aid budget 
at a time when we have bil- 
lions of krone it will be seen 
as completely indefensible,” 
she says. 

But the government will 
not solve its foreign policy 
challenges at home simply 
by spending more on devel- 
oping countries on the other 
side of the world. To do that, 
it has to seek greater influ- 
ence within the EU in areas 
such as fisheries and energy. 

It aims to do so by close 
bilateral ties with EU mem- 
ber states. “We want to be 
active in Europe, not least 
on vital trade issues and 
security policy." according 
to one ministerial adviser. 
“In most areas, that will 
mean more of the same.” 


Central government budget 
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OIL AND GAS • by Robert Corzine 

Headed for 
a new peak 


PETROLEUM FUND • by Robert Corzine 


Setting a can at Andv Wh en we Us run dry 

^**’*•^1 - - The authorities with ^ 0x51 8116,1 invest * emment petroleum revenues 


Carl Hagan. 


Carl Hagen, the leader of 
Norway’s Progress Patty. 
has mellowed markedly 
since the days he was - : 
regarded as the unaccept- 
able face of Norwegian poli- 
tics. ■ 

Ten years ago, Mr Hag-' " 
en’s critics accused him of .. 
leading a party that was 
little more than a far-right - 
splinter group determined 
to damp down an “welfare : 
scroungers" and curb immi- 
gration to Norway. V'. 

Last September, however/ 
the veteran poUtioan coh- -. 
founded his eneinifisby'’ -... 
winning 15.3 percent ctfthe^. 
vote and 25 seats hi thepair- : 
bameutary elections. The./ .1 
Progress Party more than. ■; 
doubled its 1993 s&greof the 
. vote and becanfeihesecxmd : 
Tape^t 

. . Although tlw cOTrtne-Eteht 
gavknme^f£ffm^hythe - 
. Christian Qemocrat^lJb-/ -. • 
eralujdCcsitrepBXlfBS *" 
regard MrHajgto with' little 
wannth, the eJe^kmresutt , 
has confirmed tibe.mticrad'ot 
the Progress partyas a > 
potent force^ajr the coon- 
try’s, political scene, 5 : . • ■ 

Mr Hagen shrugs off the . : 
coalition's hostility aud v . ; v 
. claims his party cad now / 
exert considerable influence 
without befog in. the bosom-; 
of titegovramnent' ?, . 

“W e have influence by. V 
our very presence ”.he adds/ 
“The coalition will heed to 
rely cm support from , us, - O 
among other parties, If it to/ 
to retain power. It shows : 7: 
power has shifted from gov-, 
emment to parliament,” 

For the 53-year-oia party : 
leader, the parliamentary , 
strength of-tbe Progress/. 
Party has been worth the - . 
watt. After touting his~ 
brand of populist conserya- ' 
tism-for more than 20 years, 
he believes the party’s solid 
support reflects the growing 
anxieties tosoctety. 

Citing the need to P*4 • - 
Norway first, he advocates r 
spending more, of the afl ' 
wealth to ease hospital ... 
waiting lists and to Improve 
care for the elderly /More 



/ ^troversially^hye-wante to 
v aee titter totfdgrsttob • 
odmrote.' . . . 7 -/ - ’ • . - 
7 He describes hBpolitics : - 
/asThafrhgritelh subptanqe; ; . 
... but Tbhyriajr to. styled : 
/Wbite t^htight not win . 

hiw • 

. UK labpiffparty.lt hascer- : 
'taardyipeoved -#t winning for/ - 
v irate to Kfarttay, where Mr - .■ 
gained a strong; : : 
bfoecoBat 

, .’.'workers. • '■='• ' '*'7 -••••'* / •- ■. 

„- He drawsourhis experi- 


. So, debate bisaveradjx 
for much of the coahttaa’s 
policies, be wiB not work 
tirelessly tobrtog it down* 
Indeed, he believes it Ssthe 
only workable non-socialist 
government Norway has to 


■„ih Newc^tfe-npon-Tyne, to 

•; norffi-aast fi ^flnd. tn 


. fog-dass:Voters- Comparing 
: ’ Nortregtan workers to Andy 
"'•'G&PSh th&Geordie comic . . 7 
Sti^r character, he says: *Tt ' 

: . »the Andy Capps of this . 

- world .who w» muAteiJC;/: 

: ©dt fori rritiK^ thcarsHPr,/. 
port you wiK never wih - " ■ 
-p^tocal influence.’’ \ 
Tbfrlasf tfine MrJJa^en's- 


wasjh tbe mid-1980s. . v /. ■ 

‘ Aiihou^i It 'had only a’ /;• 

. frandfrd of seats, it was, ' . 
abrased.ofbrihg^ down, 

■ Norway 1 ^ forse^party Con- - 
; .sesvative couUtfon govern^ - 

ineriL.'Ibaf iOeared wtiy - 
Tat a dedade of almost 
ujforok^ Labour govern-, •- 

■ "j • .* - 

; Whilff draining be h^ped 7 . 

.;the.sociaitote tb re^n / ' 
power to.the -1980s, Mr;. 
Hagen vows that this time- . 
heisioommttted to keeping 
Qfem out off office. \ 


’ MrH2gen,by ho means a 
UM^est mart maintains that 
popular suKXjrt for the . . 
Progress Party on issues 
such asimnngnrtiari is 
afready reflected to govem- 
mentpolicy- Certainly, the 
number of tounigrants, ref- 
ugees and :asylvnn-seeker£ ; 
allowed to settle to Norway 
is belpw the leve] deemed - 
acceptable by-seme mtecoa- 
titMjalobsayers. * 

• Rxt govOTimant ministers 
<rae^abhqw hrach they / 
wfll itave to defer to Mr v 
Hagen, pneuewmmisteti^ 
who tffiked noi be named, . 

says: “He is^a way clevw . 
poBtidan: But-do not be 
deceived into thfoking that 
evray policy has semehow 
been diluted, to: accommo- 
date bim.” - / • 

- Nev6rtbdess,MrHiBg«i 
believes he remains some- 
one the government rannot 
ignore. The same.bowever, . 
may 'nathetrneofhte .- 
party.By e^pkotinghis '■••• 
undoubted charisma and 
l»es«itatiQnaI skills, Mr 


Profits boost 


continued frran page IT 

ther consolidation are lim- 
ited. . 

One tie-up which liafled to 
materialise was. a proposed 
merger attempt between 
Christiania and . Storebrand, 
the big domestic insurer; 


This would have formed a 
group with assets of NKZ272, 
rivalling DnB as Norway's 
biggest financial services 
. group. The deal toiled, bow- 
; ever, because of opposition 
- from minority* shareholders 
in Storebrand. 

A hostile bid for Fokus by 


"betweeiahSmseH and the 
restoftheperty. 

Tim Burt 


Sparebankgruppen, an affili- 
ation of 16 regional savings 
banks, also foundered - this 
time because of regulations 
dictating that an investor 
may not hold more than io 
per cent of the stock of a 
financial institution iidJpm 
the holding is more than 90 
per cent. This means that a 
10 per cent minority of 
shareholders can effectively 
block any bid. 
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The authorities 
are preparing to 
invest in 
international 
equities 

Norway's new government is 
not expected to make any 
radical changes to the Petro- 
leum Fund, the investment 
vehicle set up to ensure that 
future generations will be 
able to benefit from the 
country’s present oil wealth. 

Soon after taking office 
the coalition endorsed the 
previous government’s plans 
to invite non-Norwegian 
fund managers to take over 
part of the investment activi- 
ties of the fond. Last week it 
unveiled plans to invest 
NKft&Sbn fo the fond next 
year, a little less than the 
Nkri73.4bn proposed by the 
former government. The 
fond is designed to sustain 
government coffers after oil 
reserves begin to run out 
It to expected to reach 
around NKrSTOhn by the end 
of 2001, although the exact 
size depends on many fac- 
tors. These include the level 
of world oQ prices to the 
intervening four years, oil 
export volumes from Nor- 
way and the amount of 
petroleum revenue diverted 
by the government for 
domestic spending, espe- 
cially in soda! areas such as 
health and education. 

Although there were 
demands in the election for 
greater domestic spending, 
there still appears to be a 
consensus in favour of main- 
taining a buffer between the 
"offshore" and "mainland" 
economies, which respec- 
tively account for 15 per cent 
and 85 per cent of gross 
domestic product 
to recent years the fond 
has been mainly invested in 
low-risk, high-liquidity 
bonds and bills. But strong 
growth in Norwegian oil out- 
put and relatively high 
prices will lead to a surge in 
Norwegian oil and gas reve- 
nues in coming years. That 
has helped persuade the 
authorities to undertake a 
significant diversification 
into international equities. 


Such a rule means the 
state will be able to wield a 
blocking minority in both 
DnB and Christiania, even 
though the government has 
announced plans to reduce 
its stakes in both banks from 
about 50 per cent to 33 per 
cent. Under a plan yet to be 
approved by the govern- 
ment, the part-privatisation 

- expected to raise NKrSbn 

- would take the form of an 
offering to the general pub- 
lic. 

Like Its predecessor, Nor- 
way’s new government is 
unwilling to see Norwegian 
banks fail under foreign con- 
trol and would have no diffi- 
culty blocking any such 
move in the case of DnB or 
Christiania. Catherine 
Woods, banking analyst at 
JP Morgan to London, sees 
this as an effective block on 
either bank participating in 
the growing trend of pan- 
Nordic consolidation that in 
recent months has seen a 
Swedish bank merge with a 
Finnish bank and a Danish 
bank buy a smaller Swedish 
bank. 

She says: “The new 
flwanw» minister has said he 
is against farther consolida- 
tion among the bigger 
banks, and any cross-border 


with the first such invest 
men ts due to take place in 
January 199a 

Guidelines published as 
part of the former govern- 
ment’s last budget showed 
that the equity share of the 
fund’s investment portfolio 
is expected to be around 40 
per cent, although Martin 
Skancke, the flnavirft minis- 
try official who has helped 
develop the investment 
guidelines, says Norway’s 
central bank - in charge of 
the day-today operation of 
the fond - will have some 
flexibility to investing the 
oil wealth. 

Under the guidelines 30 
per cent of the funds ear- 
marked for international 
equities will go to the US. 50 
per cent to European mar- 
kets and 20 per cent to Asia. 
Within each region individ- 
ual cbxmtry allocations will 
, be madfe according to market 
capitalisation. 

Investment to emerging 
markets has been ruled out. 
at least initially. Atony such 
markets were excluded by a 
requirement that the fund 
invest only tn countries with 
highly developed legal and 
regulatory systems to place. 
Mr Skancke said the effec- 
tive exclusion of emerging 
markets was not linked to 
recent turmoil in the stock 
exchanges of many develop- 
ing countries. He added that 
there may come a time when 
some of the fond is invested 
more widely. 

One change the new gov- 
ernment would like to make 
is to give the fond an ethical 
dimension. The previous 
government looked into the 
Issue, but discarded the idea 
as unworkable. But finance 
ministry officials will reex- 
amine whether there is a 
way to introduce environ- 
mental and human rights 
concerns into the selection 
of countries and companies 
in which to invest 

The fund will also be 
affected by another new gov- 
ernment policy, to restrict 
future ofl development and 
possibly reduce oil output. 
The fond might actually 
expand even faster under 
such circumstances, say offi- 
cials. The reason is that gov- 


merger would only be 
acceptable if the Norwegian 
bank was the bigger part- 
ner." This is unlikely, she 
says, because the Norwegian 
bank was likely to be the 
junior partner in any alli- 
ance. 

Arne Martensson, chief 
executive of Sven&ka Han- 
delsbanken, Sweden's largest 
lender and the only foreign 
bank to have established a 
significant presence in Nor- 
way, believes the authorities 
will have to modify their 
stance if Norway’s hanks are 
to remain competitive. “Poli- 
ticians have fried to prevent 
consolidation but that atti- 
tude will have to change in 
the future." he says. 

Certainly, the favourable 
set of circumstances which 
has spurred profitability this 
year cannot continue indefi- 
nitely. The tax holiday on 
profits is coming to an end 
as tax loss carry-forwards 
decline and write-backs are 
reduced by rising real estate 
prices. JP Morgan estimates 
that these factors will knock 
21 .per cent off DnB’s 
reported earnings next year. 

Such considerations may 
fuel pressure for an overdue 
shake-up of the splintered 
savings bank sector. 


emment petroleum revenues 
are net of investment. As 
new oil exploration and 
developments can cost many 
billions of dollars in capital, 
any reduction in such activ- 
ity would initially result to 
even more money flowing 
into the fond, at least In the 
early years of the policy. 

the Norwegian authorities 
are intent on restricting the 
fund's exposure to individual 
companies. Critics of the 
plan to invest in equities say 
it will be impossible to sepa- 
rate the operation of such a 
large fund from Norway's 
broader trade, commercial 
and foreign policies. Officials 
believe the mainly passive 
nature of the fund should 
help to avoid any conflicts of 
interest 

There will be no strategic 
shareholdings and strict lim- 
its wEffbe placed on holdings 
in individual companies. The 
fund is likely to wind up 
with holdings to between 
1,000 and 3,000 companies 
worldwide, because the 
emphasis is on as broad a 
diversification as possible. 

Although some politicians 
to the new governing coali- 
tion have been consistently 
critical of investing large 
sums abroad, many observ- 
ers believe the policy will 
continue to attract the sup- 
port of a wide range of MPs, 
even if a significant number 
of politicians within the 
coalition oppose it 


Oslo is committed 
to reducing 
offshore output to 
a ‘somewhat 
lower level’ 

International oil companies 
are so far taking in their 
stride the change of govern- 
ment to Norway and its com- 
mitment to limit petroleum 
output 

Norway, the world’s sec- 
ond largest oil exporter 
behind Saudi Arabia, is 
expected to move from 
around 3.4m barrels a day 
this year to a new produc- 
tion peak of mare than 3.7m 
b/d by 2000, while its natural 
gas production is due to dou- 
ble by 2005. 

Marit Amstad. the Centre 
party MP who is the new 
energy minister, wants to 
delay Norway's 16th licen- 
sing round for new explora- 
tion fields. She also supports 
plans to ban drilling in the 
Skagerrak area, the main 
seaway between Norway. 
Denmark and Sweden. 

In a recant FT Interview 
Ms Amstad stressed that the 
government has no intention 
of ordering oil companies to 
cut production at fields now 
to operation or under devel- 
opment, although it is com- 
mitted to reducing offshore 
output to a “somewhat lower 
level” than at present 

Given that Norway has 
about half of western 
Europe’s remaining oil 
reserves, Oslo's policy on off- 
shore production has impli- 
cations well beyond its bor- 
ders. 

In addition, Norway is 
expected to play a much big- 
ger role in future as a natu- 
ral gas producer. At present 
it is the 11th largest gas pro- 
ducer. But officials at the 
Petroleum Directorate to 
Stavanger say it will move 
up to fourth position, after 
Canada, by 2004. By 2005, 
Norway is expected to sup- 
ply 30 per cent of gas con- 
sumed to France and 40 per 
cent of that used to Ger- 
many. 

Tbe need to be seen as a 
reliable supplier may limit 


the government’s ability to 
impose any big cute, say 
industry observers. 

At times in the past Nor- 
way restricted output for 
various reasons. In the 1970s, 
the Norwegians placed field 
developments in a queue to 
help ensure that the onshore 
economy did not become 
overheated. 

During a period of low 
world oil prices in the 1990s 
the Norwegians also held 
back some developments in 
the hope of underpinning 
prices. 

International oil compa- 
nies are notoriously wary of 
any political policy shifts, 
given the sector’s long time 
horizons and large capital 
requirements. But industry 
executives say the open Nor- 
wegian political system 
gives them some confidence 
that they will be able to put 
their case to the government 
and to parliament as a 
whole. “This is a very open 
society," says one industry 
observer. Tm confident we 
can have a fruitful dia- 
logue" 

Norwegian officials admit 
that tbe country's ofl poli- 
cies have sometimes irri- 
tated international compa- 
nies. "There is sometimes an 
impression that we can be 
stubborn and not willing to 
co-operate," says Tore Sand- 
void, the senior civil servant 
in the Petroleum Ministry. 
“But that is sot true." 

Norway, however, has 
been selective to the compa- 
nies it allows to operate in 
tbe sector, and the country's 
taxation policies discourage 
new explorers who do not 
have existing Norwegian 
production. “We have a high 
marginal tax rate so without 
income exploration can be 
very expensive," says Mr 
Sandvold. But he said a 
number of international 
companies are keen to enter 
the industry. 

Although the emphasis 
has been on selecting the 
best technical oil field opera- 
tors, Mr Sandvold says Nor- 
way also appreciates non-op- 
erating companies which 
bring specific skills to part- 
nerships. 
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nils winter, with the introduction 
of our new daily 12.40 dpnamirc 
(it leaves 50 minutes earlier on 
Mondays), we’re offering tix non- 
stop flights a day from Heathrow to 
Oslo. ..a daily non-stop service 
from Manchester to Oslo... plus 
twice daily non-stop services to 


Stavanger from Heathrow and from 
Aberdeen. For further details, 
please call v-our travel agent or 
SAS on 0345 010739. 

Internet; httpV/www^sse 

*The 13-20 service is operated by 
our partner British Midland. 
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WORLD 

INSURANCE REPORT 

world insurance Report has a proven 
record of finding out what readers need to 
know. No matter what the location, market 
sector, company or risk, its well-established 
network of expert correspondents and 
industry contacts brings you the hard 
information and concise accurate and timely 
analysis you need. 

As a subscriber to world insurance 
Report, you will be kept abreast of. 

Compe tit ors' activities and financial 
status 

pot e nt ial business and in ve s t men t 
opportunities 

Legal and regulatory changes 

Latest deals and moves in the 
marketplace 

Losses around the world 

To receive o FREE sample copy, contact: 

FT financial Pubfishing, Maple House. 

149 Tottenham Court Road. London W1P 9LL. UK 
Telephone: +44 (0) 171 896 2290 
Fax: +44(0) 171 896 2319 
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FINANCIAL TIMES MONDAY NOVE MBER 1 

THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ today 
A ccess Plus 1.560 
Albany inv Tst i.7p 
AH lad Capas 5p 
American Express SO 22 5 
Aspmajp 

BrlWti Vka 4.25p 
Brunner Mend S.8p 
Dwwant Vafley !05p 
Dolphin Pacteghg 3p 
Gcoowln Z9Jp 
Henders on EuoTrust ip 
Do Units Ip 

Henderson Gened bn & Growth Tst 

UP 

hKtaape 6W« Cv Sb Bd 2008 £31.25 
Unton Part aZ5p 

Maryjebone Warwick Balfour 2-Sp 
Mitsui 4.8% Bd 2000 Y4900000 
Mbs 3£p 

Montsen (Win) Superrnartata (Up 

NTT Data 4.1% Bd 1999 Y410000.0 

Princedale 0.4p 

WeY234p 

Wlson Bowden 3Jp 

■ TOMORROW 

ABax»T3t4Xt%DbSl2S 

Arcadian <L14p 
Brammer 5-6o 

DePta Rn 7H% Gtfl Bd 2003 E71.25 
First National Bldg Scty ii%% Perm 
Irt Brg wesoare 
Do 1 1 y>% Perm kti Brg ES87SD 
Forth Ports 3+i% Pd Debt C1.S7S 
Glasgow 3VM* bid 21.75 
Do Gas B*% Arm ea.375 
Do Gas 9% Ann £4.50 
Do Water Arms 50p 
Do Waterworks Fd Debt 3>*% £1.75 
Do Waterworks Fd Defat 4% £2.0 
Harrvnerson 3.8p 

Home Housing AS3oc 81444 GW Ln 

2037C4J75 

IBC3.7p 

Investors Cap Tst 494 0b Rd £2.0 
Kingsbury i.2Sp 

Mazda Motor FRN 2000 Y23479.0 
Moss Bros 2p 
Ockham i.5p 

Scon on Eastern Irw Tst 49b Ob £2.0 
Do 4M Parp Db £2.0 


Scottish Mrg&Tst 4toW tod Ob £225 
2nd Affiance Tst 4W6 Ob (7B58| £228 
Southern Newspapers’ll 
Tyco tot S0.05 
Wefherspoon 1XD 8.6p 
Wolststootoe Rtok I0p 

■ WBJNESOAY NOVEMBER 12 
Barclays Bank Jrr Gtd Und FRN 
SI 00 .52 

BJrminghan ASdshJras BJdg Scty FFN 
1999 £184.51 
Brteriay toys NZS0.05 
Celebrated 029p 

Christiania Bank Prim Cap Und FRN 
5319.44 

five Arrows Otto Inv Tst 50.02 

Hodder HeadSne 2 2p 

Kfln Capital 1-4p 

Laporta 9 d 

Lniwte I9p 

MtfTOf 1.5p 

Mithras inv Tst i.fip 

Nova Scotia FRN 1099 $150.94 

Party i sp 

pQzaExprass 2 Jp 

SSU44p 

Tefetti 4,0596 NB 1997 Y405000.0 

Do Nix 1S98 Y4800000 

TttdMd & Britten 5.6p 

Tokyo-kteuMBhi 79494 Sb Nta 2007 

8387500.0 

Tudor Ip 

Wefltogton 2-7p 

Woolwich 3tepip Calabia Sb FR Bd 
2012 £190.81 

■ THURSDAY NOVQIBSt 13 
AMP (UK) 1394 Bd 2015 £650.0 
Culver 3J>5p 

Headway 0.35p 

Housing fin 84494 Db 2023 £4-3125 
Jerome (S) 1.12Sp 
Liberty 0*) 

MedtaKoy 0.4p 

■ FRSJAY NOVQMBBt 14 
Ash & Lacy 2.9p 

Aak Central OJHp 
BBA2.4p 

Bluebird Toys 2.25p 
British Sky Bro a dc a sting 325p 


Card Bp 
Cape 3p 
Cara Ctaar 0.lp 

Charles Sidney 1Ap 
C&nton Cards 0.75p 
OrotiZ-Tp 
EW Fact CL9p 
Expand tot 1.7p 
FaSroyimp 

Franttogton toe & Cap Tst ip 
Fuknar l.Bp 
baton 4.14p 
Jacks [WmJ i,25p 
JeyatLGp 

Lambert Smith Hampton l.lp 

Marsh & McLennan 50.50 

Mayjjouvasap 

Pacific DiriOp ASO07 

Prospect 2 Class A Nt3 2005 El 84433 

Do Class BNtS 2007 £190726 

Do Class C Asset Bckd Cta 2010 - 

£968.10 

RaxspwOASp 

Rugby 1.65p 

SIG ifip ■ 

ScOKAmerfcenkivCo 444 Inti Db £2.0 

Sautters 6p 

Sharpe 8 fisher 2.lp 

Spm-Sarco 4.8p 

31 SmaBer Quoted Co's Tst 0S6p 

TIN 32p 

Tor Inv Tst 4Ap 

Do Inc Up 

Vardan CL8p - 

Wsssal 2J3p 

WeWi tool tov Tst 4p 

Whatman 52p 

■ SATURDAY NOVBMBSt 15 
Abbott Labs 5027 

Bodays Bo* 1894 Un Cep Ln 2002/ 
07EB.0 • 

Btonmgham District CouneS 11MN Rd 
2012 £5.75 

Bwtdene Invs 15% Un Ln 2007/12 
£740 

Convention 99494 2006 E4.S7S 
Foreign & Colonial Smaler Go’s 694 
Cm Pf £ 2.10 
Groeranor lrv»3£5p 
Hambros Inv Tat 594 Cm Pf l.7Sp 
toter-A m arican Dev Bank 99494 
Ln 2015 E4UJ75 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Henderson Japanese 
SmalMr Co's Tst, 3, Finsbury 
Avenue. EC.. 72.00 
BOARD MEETINGS: 

Finals: 

Carr’s MBHng 
SkflaW 
UK Estates 
Interims: 

BAA 

Cable & Witness 

Critchtey 

FOoffax 

Oriental Resbawants 
Ptasmon . 

Renoid 

■ TOMORROW 
COMPANY MEETINGS: 
Industrial Control Services, 
Portlands Park Hotel, West 
HarmingfleW Road. Great 
Baddow, Essex, 11 JO 
Muddow (A & J), Chamber of 
Comm, Birmingham, 11.00 
Whittard of Chelsea, 32. St 
MaryatHHI. EC., 11.00 
BOARD MEETINGS: 

Finals: 

Affied Domecq 
B«a Bros 
Cranwfcfc 
DCC 
BH 

Scottish Value Tst 
Wanfie Storeys 
Interims: 

John Lusty 
WT Foods 
Whitehead Mann 

■ WEDNESDAY 
NOVEMBER 12 
COMPANY MEETINGS: 


Beazer. Assembly Rooms. 
Bath, 2-30 . . 

British Sky Broadcasting, 
Queen Elizabeth II Conference 
Centre, Broad Sanctuary, 
Westminster. 11.30 
Domestic & Generrt, 

Wa temien & .tqn 

18, St Mary at Hill EC., 1 1 -30 
teotron, Howard Hotel. 
Temple Place, WjC., 12£p 
Slncter (W mj. White Hart 
Hotel, Batoate, Lmcoh, 11.00 

ThcMpepO, M»25S«h!h 
North Moons Moat. Redd itch, 

Worcs., 3 ,i 5 

Towny Law, DufReld House, 
Gray’s Park RaKTStoke 
POges. Slough. Berks., 12.00 
BCARD MEETINGS: 

Finals: 

Gremlin 

Interims: 

Bony Birch A Noble 
British Energy 
Business Post 

Bectrocomponents 
Energy Grp 
‘ Oxford instruments 
Staveley Inds 
Vofex 

WaAfington 

■ THURSDAY 
NOVEMBER 13 
COMPANY MEETINGS: 

BBB Design, 

Thread needle Street, E.C., 
11.00 ^ 

Energy Gip, New Conr»ught 

Booms, Great Queen Street, 
W.C.. 10.15 ^ , 

Five Oaks Invs, Savoy Hotel. 
Strand, W.G., 11.00 
Hays, Electric Theatre. 

Onslow Street, GuQdfbrd. 


Kleinwort IglJ^ 
FenchurdiStreet-E ^^ 1 
Tor Inv Tst 107, CheapSKW, 

ISffortBwK * 055 * ^ 

House. Twining Rood, 
Ashburton. Trafford Park. 

Manchost^l^OO 

BOARD MEETINGS: 

Rnate: 

Burton , 

Dickie {James} 

Majedle kws 
Interims: 

Porter 

Property Partners™ ps 

Halftrack 

Regadan Properties 

Scapa 

UuS? West water 

■ FRIDAY NOVEMBER 14 
COMPANY MEETINGS: 

M-R Grp, Drapers Hafl. 

Throgmorton Avenue , E.C., 

BOARD MEETINGS: 

Po^smouth & Sunderland 

Compony meetings ans annual 
general meetings unless 
Otherwise stated. 

Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 

meeting to approve the 
preliminary results. 

This list is not necessarily 
comprehensive since 



— 

announcements. 


CONFERENCES & EXHIBITIONS 


NOVEMBER 11 &12 
The 9th Annual FT 
Petrochemical Industry 
Conference 

Orgjfliscd with Chemical Matters, 
confirmed speaker* include senior 
executives Iran BR NOVA. Dow. National 
Petroleum Company of Iran. UOP. and 
Shatghai fanx banical Company. 

Contact: Sarah Gibb. FT Conferences; 
Td: +44 171 896 1639 Fk 944 171 896 
2b 96 Ermail sarahg^peaisao^aacofii 

LONDON 

NOVEMBER 12/13 
Practical Dealing course - 
Foreign exchange 
Spot and Forward FX dealing for 
trainmjuuior dealers and Corporate 
treasury personnel. Participative 
course featuring W1NDEAL dealing 
simulation. Ideal for candidates for 
A Cl Diploma exam. £525 ¥ VAT 
Lywood David International Lid. 

Tel: UK 44 (0)1732463014 
Fiu: UK 44 10)1732 463015 

LONDON 

NOVEMBER 13-14 
Financing Energy 
Infrastructure 

Analysing the new instnimeats and 
strategics in financing Asia's energy 
infrastructure contact: Samantha Ledger 
FT Conferences Asia Pacific 
td: 1+6513236.173: 
fin: (+65) 3234725 
e-mail: Sammy fc^pearsoo-proxofn-sg 
SINGAPORE 


Tourism In Cuba - 
Alwo day nnlur of barium 
and limtmrit opportunities In 
Cuba's fastest pnnring Industry. 
Sponsored by the European 
Community Investments Partners 
Programme (EClP). the Caribbean 
Trade Advisory Group (CARfTAG) 
and tttc Cuban Mnistry of Tourism 
(MINTUHV 

The seminar wfll cover an overview 
ol Bn Cuban tourist industry, 
projectons for future developments 
and 5pedtic investments and Jotm 
venture protects. 

Exclusive presentations tram senior 
executives o) the main tourism 
oigamsations to Cuba and UK tour 
operators and foreign investors. 
Oonbd: Joan Nash at CARfTAG 
TtafcOin 8390BS9 
Free 0171 930 6664 

Laodag UedenHittag Coetra, 
3 Brito ut ai C a urt . Ktodnp tana EC3B 7D0 

London 


NOVEMBER 20 & 21 
FT European Economic aid 
Monetary Union 
Gxnxnic irapaa of E74L' and (he riia Rgk* 
ins4Kjikx tt for tanks, capital markets rod 
European based cofponacs. Speakers: The 
Rt Hon Kenneth Clarke QC MP-. Mr 
Howant Davies: Mr John Kemp- Welch. 
BapmiscLurimfeltobcm.FTCjnaacrKB 
Tel: +44 171 996 2120 
Fix: +44 171 8962696(2697 
Email: lucmdai^pearson-proxom 

LONDON 


The International Council 

ol The National Academy ol 
TtefeiofflH Arts & Sciences in 
association with Variety, prese nts: 
The Sid Worldwide Television 
Industry Summit Conference 
Senior executives tram television 
antf tetemedia corrparrfes around 
the world address the "hat button" 
issues affecting television industry 
management globaSy. 

LenctaM Keynoter 
Senator Jam McCSto, Dan. 

Senate Commerce Committee 
Tfctaris notidta. BmktaH and 
(jncfcaoa locteded. 

Btercary Ballroom, New York 
Klton Hotel (8am la 4pm) 

For Information: 

Tel: 212/489-6969 
Fft: 212/489-6557 


USA 



Conferences 

& 

Exhibitions 


NOVEMBER 17 & 18 
Rerinventlng the UtHIty, 

An FT Conf er ence 

Non 1 asperate structure* for energy rod 
utility companies in the converging 
morVrts of the 2 1 si Canary. Speaker* 
include: Mr James T H acker t. Duke 
Energy Corporation; Mr Ian Robinson. 
ScotushFower; M* Clam Spottiswoodc. 
OTpas; Mr Gerard Sussmann. Suez 
Lyonnotte dcs Eaux: Mr Philip Green. 
GoMmro Sad» ImanaaonaL 
Enquiries: Lucinda Robert*. FT 
Conference* Tel: +44 171 89n 2120 
Fax: +44 171 iN6 2d 
Enmti: lucinJaicJ'ticanoD-pro.corn 

LONDON 

NOVEMBER 18 
Intematlonal Conference 
The World’s Your Oyster - 
New Opportunities for 
Upstream Ol end Gas’ 

This important event will address the 
significant change* in the oil and gas 
industry during the 90s and highlight 
how they provide significant new 
opportunities. 

Enquirer Pauline Ashby. 

Institute of Pwrofcvm 
Td: 0171 467 7100 

LONDON 

NOVEMBER 18 & 19 
Date Warehousing 97 

- Europe *V only dedicated Data 
Warehousing exhibition * 50 leading 
vendors and suppliers on «bow • Free 
seminar programme * New product 
launches. Exhibition Open Times: 10 
am- 5 pm on Tuesday: 10 am • 4.30 pm 
an Wednesday. 

Ticket Hotline: 0ISI 879 3.YW 
hiqrj/wwwjbuainca*- mteUi g cnccxb.uk 
LONDON 

NOVEMBER 19-21 
World Class Selling SkJRs 

• Differentiation - Political Mapping 

• Client Focus and Needs Analysis 

• Strategic Selling • Portfolio Analysis 

- The Sales Process • Qualification 
« The Sales Formula. J days £825 + VAT 
Contact: Bushin Intern bcrwl pic 

Tel: 0171 62841 12 Fu: 0171 d28 4113 
Internet; hnp://w ww.birebin.com 
Email: brrctrin^i birch irLcom 

LONDON 


NOVEMBER 24-25 
Managing Client Ralatlontiilps 

• Marketing • Diem Profile Criteria. 
Information Gathering. Product 
Knowledge * Needs Identification 

• bHer-Pcrrerul Skills * Customer Care 

• Service Differentiation. Relationship 
Management • Introducing, Specialists 

• Creating Value, Advisory Roles. 

2 days £650 + VAT 

Couact; Bitchin In te rotkmal pic 
Tel: 0171 62S4U2Fas: 0171 628 4113 
Internet: http://www.birchin.com 
Email: biiditnfcl'birchuLcom 

LONDON 

NOVEMBER 24-26 
Introduction to Venture and 
Development Capital 
■ Defining “Vaaun:" and “Oevetopmem’* 
Capital • The Player* in the Industry 

• Return Criteria * Trends within the 
Industry * Principles of Assessment 

• Deal Structures • Legal, Tjt and 
Regulatory bases. 3 days £825 +VAT. 
Comacc trirdrin imcrrettioiu! pic 

Td: 0171 6284112 
Fart: 0171 623 4113 
Internet: bap://wwwLbirchuLCOm 
Email: bnchint? t biiclunxo»n 

LONDON 


Customer Loyalty Forum 
Concentrating on the 
importance of creating 
customer value resulting in 
long-term customer 
relationships and enhanced 
competitive advantage. 
Keynote speakers include: 
Professor Adrian Payne, 
Cranfieki University. School 
ol Management and Frederick 
Reichheld, Bain & Co. Barrie 
Wells, Prospero Direct. 

Oonteeesudecmfe CMQpic 

■fat +44 (0)171 2330288 
Foe +44 (0) 171 222 8792 
Bmatsude«rnile@omflptec£im 

Landau 


NOVEMBER 27 
Money Laundering -The Law, 
Responsibilities & Procedures 
■ Definition and Identification of 
Money Laundering • Professions and 
Organisations at Risk • Regulations - 
Domestic and iutematiouai • Role of the 
Supervisory Bodies • Responsibilities of 
Bank* and Individuals. 

I day £325 +VAT. 

Contact: birch in international pic 
TO: 0171 628 4112 
Fax: OI7I 6284113 
Internet hnp^/wwwbiruhinxooi 
Email: birch HKg 1 brrditrccoGi 

LONDON 

NOVEMBER 27 
Using Information to Defiver 
Excc B o nc o In Customer Service 
An all day structured opportunity to 
discos customer service (sues with lie 
mindod professionals who want to learn 
"best practice'. Expert speaks* start the 
discussion; then syndicates of participant! 
eummekey issues. 

fijr this event and other customer service 
tKtrvities contact: 

The Customer Service Network 
Tel: 01934 741102 Fn: 01934 741 113 
Email; esngcusto ro c mcL cqni 

LONDON 







The First World CATV 
Strategy Summit 

CATV faces major opportunities 
to compeatfvo telephony. Internet, 
and cfgttal TV services. Tins 
totum is Its strategic roadmap. 
Covering presentations of actual 
operator experiences, uniquely 
participants will gso be able u 
model business strategies 
themselves under spedafly 
researched "Executive 
Masterclass' scenarios, from 
TeiecamitninicaiJons 9 
International magazine. 

CATV Summtt Convener 
Tel: +44 171 SS7 0030 
Faoc +44 171 957 0031 
Entail: JLaukoe@compuserve.cmn 

Cannes, France 


'■JSidt ?/- iW 

Association cl Cvpamte Treasurers 

Corporate Finance 

Sponsored by SBC WABBURG 
Dfftan Read 

Corporate Finance «&one ol 
the mast glamorous corporate 
activities. The two d3y 
Conference, designed by 
leading practitioners, wdl give 
delegates a thorough 
understanding of the key 
topical aspects of Corporate 
Finance, and wffi include 
many practical case studies. 

For Registration Details: 

Katfiy Brennan 

7M; 0171 2939728 

fine OT71 2482591 

Btefcteteu wO cwpuTtecom 


London 


DECEMBER 1 &2 
17th FT World Telecoms 
Speakers: Sir Peter B onfield CBE. BP. 
Richard Brown. Cable rod Warden fdc: 
Mr Junichiro Mly azu. NTT; Mr Richard 
C Notebacrt. Ameritcch: Mr 
Christopher Gent. Voda phone Group 
Pic: David Twyver. Teledisc 
Corporation; John Sidgmore. UUNET 
Technologies: Reed Hundt. Federal 
Cammuokatioiu Coonnrnkxr; Andrew 
Sukawaty. Sprint PCS (l*SAi. 

Enquiries: Sim Fanodurt 

TO: 0171 89b 2626 ft*: 0171 896 2696 

e-mal-suml@peareoo-proicom 

LONDON 


NOVEMBER 25/26 
Practical DeaKng couree - 
Money Market 

Cash and short term derivatives for 
rraince/juaior dealers and Corporate 
treasury personnel. Participative couree 
featuring WINDEAL dealing 
simulation. Ideal for candidates for 
AC1 Diploma exam. £525 + VAT. 
Lywood David btenWioml Lid. 

Tel: UK 44 IOJ1732 463014 
R«! UK 44 1011732 463015 

LONDON 


Conferences 

& 

Exhibitions 


DECEMBER 2 
PH In the Health Sector 
One-day Conference which conadai key 
issues in the structuring, financing 
and management of public-private 
partnership auriaoves in the hcatti s ac i ue 
Bee Banker*. Equity Provider*. Adviscre, 
NHS Trusts, Contractors, Lawyers. 
Acco u n ta nts. Risk Managers. Insurance 


Conferences & Exhibitions 


CcmsiiitBite rod Operational Managua- ^ 

To advertise conferences, exhibitions, trade fairs, conference venues 
and training courses to approx 1.2 million readers worldwide. 

b the premier offshore exhibition and 

conference. SHOREX brings together . ,,, _■ 

off ? hore providers.inter- Contact Viveniie EKa on 

memna vtu clients to huk tnc bcsi m 

offshore professional services and _ ^ _ 

+44 171873 3507 fax +44 171 873 3098 

or attend the conference, please call 
Amaa Kfeto on +4171 482 J80& 

Business Design Centre. LONDON 

DECEMBER 3-5 
Venture Forum Europe *97 

Arranged by FT O afctap s and Vbaie 
Economics, tins fth areaal VfetHure Foram 
Europe looks at the taica mfbmution an 
priv&c oquky at Europe, the debt market 
exits, how pri valuation is fuelling 
a ive amm t in CAE Europe, opportunities - 
in other emerging markers and how 
Europe is nncasaig in appeal to the US 


Financial Times 




Enquiries: Sarah Gibb. FT Conferences 
TO: +44 171 8962639 .• 

ftx: +44 171 896 2686 
Email: sarafagg’peareoo-fsnccm 

LONDON 

DECEMBER 44 5 
I n t M na tional Payment s 
Symposium 

Senior experts from central and 
co mm er cial banks will du etts*: Steps to 
reduce FX settlemeni risk in global 
otnendex payment system sritianves a) 
several countries; EU-wide ixsoea, 
indiafing payments through TARGET and 
the Euro Oaring. 

Enquiries: J K Evans 

Td; +-32 2 34+ 6232 

Fax: +32 2 344 7564 

Email: J_Kubomgcom|xMervexqm 

BRUSSELS 


The Asancitin Waterfront 
Development Project 
Conference 

Asuncion Mayor, Martin Burt, and 
Metro Dade Mayor, Alex Pwielas, 
MU host a conference presenting 
one of the largest urban 
development projects in the 
Americas, encompassing the 
reclamation and commerciaBzation 
of 700 hectares of prime city oerter 
laid in Asund6n, Paraguay. 

Contact: Maggie Fernandez. 

MFM Tet (305) 285-7883, 
Fax:(305)285-3583, 

E-Malt gsbineteOmca.gov.py 

Miami 


DECEMBER 8 & 9 
FT World Pulp and Paper 
C onfer ence 

Pocurirts 01 hones c c otcml ag die pulp 
and paper industry, their customers and 
solution*- Confirmed speakers include: 
Mr Bren G Hatton. Chief Financial 
Officer; APRIL: Mr Masahiko OhlamL 
Prerxfcnt Oji Paper Co. Ltd; Mr Arnold 
M Nero i row. Chairman and Chief 
Executive Officei; Bowmer Incorporated. 
Enquiries: +44 171 8962120 
Fax: +44 1718962696/2697 
Email: lucindar^pearson-procom 
LONDON 


IHEMlAPROTBmWai 

New Rales for Business 

This C81 conference will examine 
trie new Ml and the topficaflons 
far UK companies. AS businesses 
wfll be affected by naw rotes on 
storing and processing employee 
information, with particular 
implicallons far seems such as 
financial sendees, drect 
marketing, travel and uftties, 
Offtoais from the Home Office, 
the Data Protection Registrar and 
the European Commission vwS be 
ad dr es s ing detegatea. 

OontocC Rachel Gnwsr 
Tet 9171 3358257 
Fax: 0171 497 3646 
Bndk ■MgnuwOcMeqp* 

LoHdQfl 


A WEEKEND CONFERENCE 
DOES HAVE ITS REWARDS. 

.\li Conr.id fnlcrn.itii »n.il horcK .tn elegance .inti sn'lc rh.ir is second ro none. 

Not to menrion contcrcucc ‘.icilitics that arc in a class of their own. 

But now rlicy i.»lTcr more. The Hilton H Honors’ : 

Worldwide Meet in.” Planner Bonus Program. 

Any meeting, planner who hooks a quaiifyiny. mcctini!, at .t participating, 
Conrad l ntcrn.u ion.il hold w ith ar least ten occupied guest rooms can earn 
thousands of H Honors bonus points timt can then be exchanged tor free nights 
at H Honors hotels. Or earn airline miles w ith participating airline partners. 

The rewards are vours. So make the most of them. 

For ty-'orp Imikiuns end infovuiatiou. pirn sc mi! the C '.on red International sale:: office 
in London r.t +44 l ~ I ,>~o 4S 4S or in Brussels at ~ 42 2 542 4, S’ <V5 
In the I'S, contact Hilton Direct at -l °~2 ~0J 4~14 

CONRAD 
I NT E R NATIONAL 


rEJr^if^j 
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JANUARY 27-28 
New Sourcing Strategies 
for the Finance Function 

25% of finance directors outsource part 
of dje finance function. Thi» con fe ren ce 
examines these new Mincing stmrgics 
and examines potential cost sa v ing * and 
improved service levels. 

E nquirie s Jane MIDa 

TO: 0181 879 3355 Fax: 0181 8781122 

Eoatjateaatbgtotogs+ mrre eu re caiA 

LONDON 


The Leadership Ttast Fotmdatioa 
Inangora] ConferancB 
“LaadsraMp Oevefepoieiit 
the chaDenges abeatT 
The naw rreUenrium wfll see 
the need tor new keadentolp. 
h is these new leaders who 
will succeed. This conference 
provides an opportunity to 
share the knowledge, practical 
experience and creative idea 
in leadership devetoproant 
tltet are pointing the way to 
competitive advantage. 

Contact CeffiKrtne Briggs 
lfefc +44(0) 1900 7BD7Q5 
Ftac +44(0} 1980750704 
Brafct wBBsngmffetoco — 

| l>«faulA«im 

Hea&mdChmfy Harder 10(0916 


A Review of Business Books 

November 18 


On Tuesday, 18th November 1997, the Rnandal limes wtfi pubBsh a busings books review. 
To advertise, please contact Vtvetme Eka 
on +44 171 873 3507 fax +44 171 873 3098 


Financial Times 


FEBRUARY 3-4 
C o rpo rat e Intranet 98 
Designed to provide you with the facte 
you need to prepare for the digital 
economy. Corporate Intranet fig covm 
the business and rechnologial issues 
involved la developing interact/ 
WrroetfextnDet applications. 

Enquiries: Jane Mills 

Tel: 0181 879 3355 

Fat 0181 879 1 122 

EnBftjsiejidl^faBaKsHrKB^ncemtk 

LONDON 


LANGUAGE COURSES 


Tbe Euromoney In te rn a t i onal 

Bond Congress, (EQ Centre 

A uraque combination of a 
conference and exhtWon. 

H givss bond market professionals 
the opporluifly to dbcuss naw 
ideas and devetap new contacts. 

19S8 sponsors Include: 
Commerzbank, Deiwa Europe. 
Deutsche Morgan Grants!, 
Qreedner Msfnmxt Sanson, 

ING Barings, Satomorr Brothers, 
SBC Wartxng DBton Read, 

LBS and Bridge. 

Over 1,100 delegates from 
♦7 countries. Indtxflng 460 
investors, attended In 1997. 
Coteact: CaBnrine War 
■fet+44 W 171 7798322 
fisc +44 {C? 171 7798396 

London 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Conferences 

& 

Exhibitions 


- Did your last meeting oversees go as well as vnu had 

? Did you lose out to a cwnpeltt 
who did speak the language of the custo^T? 
Don’t ^ It happen again 

^ 01 ,Do,n s **"""• W 

Frencn/Genn an/Spanish NOW on 

0171 - 915 0909 

0121 - 643 ^334 

0161 - 326 3607 

0131 -226 7196 


Helping tile World Communicate, 


♦ 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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T he old man tottered a 
little as he entered the 
cramped coffee bar off 
Bonn's market square. 
He sat down, rested hig shopping 
and - without a glance at neigh- 
bouring customers - lit a cigar. 

Somehow, the reek of 'smoke 
rising above the newspapers did 
not seem out of place. Like the 
R hinel a n d mists and grey winter 
skies, tobacco smoke is part of 
the atmosphere in Bonn, muffl- 
ing Germany's political institu- 
tions with a musty opaqueness. 

Lighting' up is no stigma in a 
restaurant, social occasion or in 
the thousand interminable com- 
mittee meetings deemed essential 
for politics based on consensus 
and compromise. 

Cigarette consumption per 
head in Germany is the highest 
(and most stable) in north-west 
Europe. Bonn's efforts to control 
smoking are - by US standards 


No-smoking campaign fails to catch fire 


at least - timid In the extreme. 

Much of the industry’s 
restraint, such as agreeing not to 
put cigarette machines within 50 
metres of school gates, is volun- 
tary. Federal spending on adver- 
tisements wanting of the risks of 
smoking, runs, at a mere DMlm 
(£300,000) a year. 

It is against tins unpromising 
background that a cross-party 
group of MBs has been seeking to 
push through legislation offering 
non-smokers a better deaL 

The "non-smokers protection 
bill” would in many circum- 
stances ban amnipng in publicly 
owned buildings, on public trans- 
port and .at the workplace. 

. Employees’ .rights would be amal- 
gamated into a single act. Sup- 
porters include Dr Sabine Berg-. 
mann-Pohl.-.a medical doctor 
specialising in lung diseases who 
is a state secret ary , at the Bonn 
h ealth 1 ministry. 


DATELINE 


Bonn: a possible 
: bill to protect 
non-smokers is 
being met with a 
• distinct lack of 
enthusiasm, writes 
Ralph Atkins 

- . But although the legislation 
would represent some of the most 
significant steps taken in Ger- 
many to curb smoking since the 
1975 ban on radio and television 
advertising, the measure Is less 
radical than It might, seem. 

In many cases, the legally 
backed verboten signs would 
replace existing voluntary bans. 


Bonn’s cake and coffee shops 
would not be affected. And rights 
of smokers would be defended. 
Including in offices not used by 
others. As the bQl's main spon- 
sor, Roland Sauer, Christian 
Democratic MP for Stuttgart, 
admits; “We want only to protect 
non-smokers." 

Even so, the bin has failed to 
win backing from Horst Seehofer, 
health minister, occasional 
smoker and Dr Bergmann-FUhTG 
boss. Nor is Helmut Kohl, Ger- 
many’s chancellor and private 
pipe smoker, a supporter, 'lie 
doesn't see why we need to put 
additional restrictions on 
people,” Mr Sauer says. 

The paradox is startling. 
Politicians halm not in the past 

shied from introducing new 
restrictions on daily life. To 
mow your lawn during a lunch- 
time or cross the street on a “red 
man" risks becoming a social 


A sk almost anyone on 
Wall Street -what is in 
store for PaineWebber. 
and they win probably 
tell you the US brokerage wfQ be 
taken over in the current round 
of securities industry consolida- 
tion. 

It has been perhaps the most 
widely rumoured takeover target 
this year. Share price surges 
have twice prompted public deni- 
als that an acquisition announce- 
ment was imminent - once by 
PaineWebber itself and once by 
Goldman Sachs, one of its 
would-be suitors. 

In fact, one of the few people 
on Wall Street convinced that the 
brokerage has a future as an 
independent entity seems to be 
Donald Marron, the group's 
chairman and rhtaf executive. 

“The financial services busi- 
ness has been consolidating for 
the last 20 years,” says the 
unshakeable 6ft Tins-tall Ameri- 
can, whose Wall Street career 
began in 195L He was running 
his own investment banking firm 
by the age of 27. . 

He points out that the growth 
of US household assets, expand- 
ing by about 9 per cent annually 
as baby-boomers prepare, for 
retirement, has been the driving . 
force behind the merger activity. 

The two biggest and most sig- 
nificant deals erf the year - Mar- ; 
gan . Stanley -Bean ^St^tteiLanti- 
Saloinon-Smith Barney - were 
triggered, one way or another, by 
an Investment bank’s desire for . 
retail distribution through a US 
retail brokerage network. 

And PaineWebbet, the' fourth 
largest US brokerage business,- 
still has wbat Mr Marian believes 
it takes to gain access to Amer- 
ica's fast-growing retail savings - 
distribution and brand, name:- 
“The business we are in Is get- 
ting clients to entrust .their 
assets to us. People vote with 
their money.” says Mr Marron. 

No one doubts that PaineWeb- 
ber is a strong retail brokerage 
business. "It’s a good business, a 


The Monday Profile: Donald Marron, PaineWebber 

Bullish on his prospects 



great franchise,* says one ana- 
lyst . . 

• Recurring, fee income has been 
increasing, suggesting an improv- 
ing quality of earnings. Client 
assets under - control have risen 
from tlOObn In 1991 :to nearly 
$288bn C£l73bp). Account manag- 
ers have evolved, Mr Marron 
notes, “from transactors to asset 
gatherers aodto asset allocators; 
some are asset managers ". 

But outside PaineWebber’s core 
retail brokerage business there 
have been -‘shortfalls. Until 
recently, its mutual funds have 
performed disappointingly aud it 


has IhQed to build a broadrbased 
investment banking business, 
analysts note. Mr Marron lists 
strengths, such as real estate 
investment trusts, but PatneWeb- 
beris successes have mainly been 
in niche products which appeal 
to retail investors. 

Furthermore, it has an obvious 
hole in its armoury. Its share- 
holders may have benefited at 
the time freon Mr Mazron’s deci- 
sion to stick to his knitting 
rather than investing in overseas 
expansion. But his main competi- 
tors - Merrill Lynch, Morgan 
Stanley Dean Witter and now 


Salomon Smith Barney - have 
become, in the past 10 years, 
global firms able to provide 
research and products ranging 
from hot Indonesian IPOs to 
French privatisations, as well as 
the u«n»i domestic fere. • 

“We have had a stated policy of 
being domestic,” admits Mr Mar- 
ron- But he says that this has 
changed and the firm is now 
looking at ways to expand over- 
seas. 

Mr Marron is bullish on Pai- 
neWebber’s prospects in Europe, 
where he believes there are 
opportunities for the firm to sell 
U8 products to European inves- 
tors a nd to create international 
products for home consumption. 

A four-person executive man- 
agement committee will examine 
the options far developing Pai- 
ne Webber’s international strat- 
egy, Including joint ventures and 
acquisitions. Europe, where pen- 
sion fund and mutual fund busi- 
nesses are just getting started, 
offers huge opportunities. 

The firm is also investing in its 
domestic business. Mr Marron 
plans to recruit U20Q brokers in 
1998, twice the number hired this 
year, -and says the firm is also 
spending on research and tech- 
nology, including the internet. 

Rather than seeing himself as a 
potential target, Mr Marron says 
he Is likely to be a buyer, particu- 
larly in asset management 

“We are looking at a number of 
acquisitions," he says. 

Mr Marron Is also sanguine 
about the recent market turbu- 
lence, noting that retail investor 
confidence held up well. “The 
markets are cyclical, but the cash 
Inflows (from retail investors) are 
dampening the cyclicality” of 
Paine Webber's busines s . “That’s 
why everyone wants to be in the 
retail brokerage business." 

That is also, perhaps, why the 
rumours of a takeover of Paine- 
Webber, unless it beefs Itself up 
rapidly, are unlikely to subside. 

Tracy Corrigan 


outcast, not to mention a fine. 

Germans are also obsessive 
about possible health risks such 
as “mad-cow disease" or gene 
technology. 

Part of the explanation might 
be the strength of the cigarette 
lobby. The German cigarette 
industry association, for 
instance, projects itself as a 
responsible member erf derision- 
making circles. Its members 
sponsor press facilities at the 
main party conferences, offering 
journalists free cigarettes as well 
as food, phones and faxes. They 
have also been more open, per- 
haps. than American counter- 
parts about the health risks asso- 
ciated with smoking. 

"We try to play the role of par- 
ents with an unruly child," says 
Ernst Brdckner, the cigarette 
association’s director. "We don't 
disown it, we try to develop it. 
Wb expect others to have prob- 


lems with the child but that 
doesn’t exclude us from the soci- 
ety of respectable persons." 

But there is, perhaps, a more 
pervasive reason why Germany 
remains something Of a smokers' 
haven. The pall of Nazi repres- 
sion still overshadows Bonn. 
Adolf Hitler oversaw the world’s 
then strongest anti-smoking 
movement, linked to his quest for 
racial and bodily purity. 

In a report last year, the Brit- 
ish Medical Journal noted the 
Ftihrer even suggested at one 
point that Nazism mi gh t never 

have triumphed in Germany had 

he not given up smoking. There 
were strict restrictions on smok- 
ing in public places, by pregnant 
women and even by soldiers. Yet, 
to the early years of Nazism, con- 
sumption actually rose, suggest- 
ing that smok in g was then - as 
now - an expression of rebellion. 

The wish never to repeat Nazi 


FT GUIDE TO: 

DIAMONDS 


7 see there’s talk of a diamond price war. Wbat’s Rio Tin to will not be able to sign up with the 
that all about? CSO. Each one has big operations in the US. 


repression - to any degree - 
remains the unspoken ambition 
of Germany’s ruling elite. An 
explicit right to smoke could 
almost have been written into 
the federal republic's post-war 
constitution: a ruling by an 
industrial court in Frankfurt last 
month defended the right of a 
smoker to smoke in his own 
office by citing guarantees or per- 
sonal freedom set out in the 
country's basic law. 

And as the “non-smokers pro- 
tection bill" splutters its way 
through its parliamentary stages, 
it is hard to foresee any great 
changes to a political system 
based on government-from- 
smoke-filled-rooms. 

In all, the bill has to pass 
through eight or nine different 
committees to the Bundestag, or 
lower house of parliament, alone. 
There is plenty of opportunity for 
an angst-ridden drag. 


The time is fast approaching when two big new- 
comers will start mining diamonds in Canada’s 
Northwest Territories. Broken Hill Proprietary is 
Australia's biggest company while Rio Tin to is 
the world's biggest mining group. Each of them 
has the financial muscle to stand up to De Beers, 
the South African group that controls the market 
through its Central Selling Organisation. 

How does the Central Selling Organisation con- 
trol the market? 

The first thing to remember is that we are talking 
about rough, or uncut, gem diamonds, the raw 
material for those glittery stones used in jewel- 
lery. For 60 years the CSO has operated what it 
calls a “single channel marketing system” on 
behalf of the world's big producers, such as Bot- 
swana, Namibia and Russia - and for De Beers' 
own mines in South Africa. It operates a kind of 
buffer stock, stockpiling diamonds in bad times 
and releasing them to the market in a carefully 
controlled stream when demand picks up. 

The CSO keeps an eye on the market to see 
what type of diam onds are in demand. It sorts the 
diamonds into about 7,000 categories. Ten times a 
year it holds “sites” or sales at its London head- 
quarters. A relatively few dealers, perhaps 100 or 
so, are allowed to attend the sites. 

Each “site holder” is offered a box, prepared by 
the CSO to match, as much as possible; what the 
dealer has asked for and market conditions. The 
dealer must either accept or reject the entire box. 
If he accepts, he must pay cash immediately. In 
good times he might hand over up to (JSm (£15m). 

The CSO sounds like a cartel to me. 

Nicky Opp enhetm er, chairman-elect of De Beers 
and whine grandfather founded the Anglo Ameri- 
can-De Beers gold and diamond empire, prints out 
that cartels don’t work - look at Opec, far exam- 
ple. He says producers have to decide whether the 
CSO can do a better marketing job than they can 
do for themselves. If they sign up, they must then 
leave the CSO to get on with it They have no say 
in the way the CSO operates. 

But the CSO must be a virtual monopoly. Doesn’t 
It run into problems with the US authorities? - 

De Beers is very careful not to have any assets in 
the US for this reason. De Beers insists the US 
authorities have no jurisdiction over it The US 
situation is one reason some people say BHP and 


What about all the other organisations, tbe Euro- 
pean Commission, for example, that don't like 
monopolies? 

They have taken a close look at the CSO and 
decided it doesn't do anybody any harm. Gem 
diamonds are of no practical use to mankind. Mr 
Oppenheimer once- said: “Diamonds do not make 
engines run faster or planes Oy further or higher. 
Unique among major raw materials, the gem dia- 
mond has no material use to material man." 

Also the rough diamond market is quite small. 
The CSO's sales might reach $5bn this year. 

If diamonds are so useless, why do people keep 
buying them? 

Diamonds seem always to have fascinated some 
people. When cut and polished they reflect the 
light in an unusual way that gives them a special 
sparkle. De Beers has capitalised on this fascina- 
tion and built on it An American advertising 
agency invented the slogan, “A Diamond is For 
Ever” for De Beers as long ago as 1918. De Beers 
spends about 5200m a year promoting diamonds 
as love tokens, something a man gives a woman 
to show his eternal love. 

Japanese couples once sipped cups of tea wizen 
they became engaged to be married. De Beers 
persuaded many of them to give diamond engage- 
ment rings instead. Its recent promotions in the 
two biggest diamond jewellery markets. Japan 
and the US, aim to persuade working women to 
“reward” themselves by buying themselves some 
diamond jewellery. 

So, if there Is a price war, it will be cheaper to 
prove your love. 

Not really. Remember we are talking about rough 
diamonds here. They have to be cut and polished, 
then set in some item of jewellery. Profit margins 
on diamond jewellery are extremely high, so the 
original rough diamonds represent only a small 
proportion of the total cost of the finished article. 

So there probably will not be a price war. The 
big producers still have up to three years to work 
something out This is a unique business because 
nobody wins - producers or consumers - if the 
price goes down. Imagine how those rich New 
Yorkers with their big diamond rings would react 
to headlines saying “Diamond prices slump.” 


Kenneth Gooding 


mt 



I « m pwy 

ttSnladWk 1 


PM FBBi Pool TSlMDll 



MPOM «a to aaUr prang K 


■ CM. FM «M l»UMd 

PM— PoRftw -Mo* «**■» 

prtot poca prtn PW 

CNM> DM OHM MM 

1045 1&MJ 1RS3 M7 

1731 1030 1030 an 

504 2 1532 .1535 1.1? 

804? 1028 16.05 1.17 

iron 1022 1635 1.17 

2042 1422 1635 1.17 

20*2 1532 1S35 1.17 

1470 1422 1535 1.17 

15.7D ' 1428 .1435 1.17 

1132 16.10 1463 1.17 

1045 921 921 030 

1045 1045 1045 030 

1047 1046 1046 -030 

18.73 2835 2928 1.17 

27.78 313* 31.74 1.17 

3008 4328 4321 1.17 

3006 E&98 5737 1.17 

91.87 . 5724 SMC 1.17 

9138 4926 5032 1.17 

3138 4934 5013 1.17 

34.13 4330 44 M 1.17 

9001 4338 4438 1.17 

5002 <430 4436 1.1? 

3032 4535 4070 1.17 

5037 45.71 4 tJB 1.17 

9001 3239 3332 1.17 


2911 122S 1225 020 

9084 3147 3235 1.17 

ssaa- - 4530 <537 1.17 

10916 84.10 8437 1.17 

10983 5422 8527 1.17 

7134 4932 S1JB 1.17 

6446 7330 7538 1.17 

<&39 . . 7435 1.17 

3834 6981 57.79 1.17 

57.78 4432 4120- 1.1? 

'3137 2911 .2938 1.17 

3138 2985 2910 1.17 

2&fi7 2626 2928 1.17 

27.75 8537 2S30 1.17 

2834 2335 . 2438 1.17 

2936 1649 1532 1.17 

-1918 1949 1532 1.17 

• ton M« m>) HMMu b to* 

■ tor poto. Pm an b peumb Mr 
tu, BM* *> M D4H (MB. 1& 
IBM M PNi per IMMm •• to«to 
BltilMlIitMIMbBlM 
pm l«M>m ftotofan fer to 


to Mto to* b &0M M V— - lt» PM 
Mam PS* —an* Mar* 4 


Baa awa 1 


aWWM ^WMtotoadTffll toT 


4 JM tod— ftto h— ****** “J** 

ttsssRsarrass 



Gillian Tett • Economics Notebook 


Tokyo has a fit of the sulks 

A tax rise in April has brought gloom to the Japanese economy 


J apan’s consumers are sulk- 
ing. That, at least, is the 
impression in Tokyo this 
autumn. 

For since the government 
made the controversial decision 
to raise c o ns ump tion tax from 3 
per cent to 5 per cent in April, a 
stream of poor economic data 
has tumbled out- retail sales 
have fallen in annual terms 
every month since then; car 
sales showed a year-on-year fall 
of 17 per cent in October; and 
housing purchases have also 
fallen. 

This gloom was not entirely 
unexpected: most economists 
expected the tax increases to 
dent spending briefly, particu- 
larly since income tax breaks 
have also been reversed. But 

what has caught forecasters on 

the wrong foot has been the 
scale of the drop. Consequently, 
the crucial question now ts 
whether these sulks can be 
blamed on the tax rise alone or 
is there something else afoot? 
One possible cine might lie in 
the country's savings ratio. 
Recent economic news has 
focused on Japanese spending- 
habits, but the more mysterious 
side of the equation is what is 
ha ppening to thfiXT savings. 

Japan has long beat famous 
for having the largest pool of 
savings in- the world and a 
savings ratio that used to be 
much higher than many other 
industrialised countries (see 
graph). These savings famously 
financed its post-war industrial 
reconstruction. And it has been 
an important factor driving up 
the huge current account sur- 
plus with the US. 

In recent years, tbe ratio has 
been drifting down. Quite what 
will happen in coming decades is 


causing lively debate among Jap- 
anese academics. Some argue it 
will fall sharply, because the 
country’s population is projected 
to age sharply and may thus con- 
sume its savings. An advisory 
panel of Japan’s Economic Plan- 
ning Agency, for example, fore- 
casts that the household savings 
rate win fall to some 9 per cent 
in 2010. from IS per cent in 
1996. 

But In the short-term, some 
economists project a different 
trend. The sheer prospect of 
loanring old age will be enough 
to persuade Japanese households 
to save more, not less, in the 
coming years, they argue. 

These academic arguments are 
rather abstract But they may 
have implications for what has 
happened in Japan *hi« summer. 
One reason for the government’s 
forecasts having proved wrong 
might lie In a wrong prognosis 
about how the savings ratio 
would behave. 

Before the tax rise, it was 
widely expected inside and out- 
side the Japanese government 
that Japan's savings ratio would 
fall this year. The Organisation 
for Economic Cooperation and 
Development, for example, proj- 
ected the rate would fall to 1LS 
per cent in 1997. Consumers, in 
other words, were expected to 
dip into their savings to offset 
the price increases and roughly 
TTiniTTfain spending levels. 

One reason for this was that a 
similar pattern had been 
detected in previous one-off price 
increases. When Japan intro- 
duced tax cuts in 2995, tbe 
savings ratio rose as consumers 
hoarded tbe bonus, prompting 
economists to argue the reverse 
might happen with tax rises. 

So what actually happened to 
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the savings ratio this year? 
Nobody really knows. 

At present there are two main 
sources of information about 
Japan's savings ratio. One comes 
from the income side of the 
national gross domestic product 
data. This is considered the most 
accurate and reliable measure. 
But tbe problem is that it is pub- 
lished well after the release of 
the expenditure side of the GDP 
data. The most recent available 
information, for sample, refers 
to the 19% fiscal year, meaning 
it is SO months out of date. 

The other information comes 
from .a regular government sur- 
vey of households. This is timely 
and detailed. But it is suspi- 
ciously volatile. Although it 
appears to show that tbe savings 
ratio surged this summer, the 
level fluctuated between 2.7 per 
cent and 42.7 per cent in differ- 
ent months. 

Furthermore, it only covers 
households with workers in a 
permanent company job who 


agree to fill in a survey for some 
Yi,000 (£4.95) a month. Conse- 
quently, the survey is apt to be 
biased' towards a minority of 
households. And the series some- 
times moves in the opposite 
direction to the national 
accounts data. 

So where does this leave the 
economists? Some suspect that 
the savings ratio has indeed 
risen, largely because there does 
not appear to have been any pro- 
longed fall in take-home pay, 
according to available data. 

But the scale of this, and rea- 
son behind it, is unclear. It 
might reflect short-term factors: 
maybe consumers feel nervous 
having indulged in a spending 
spree before the April tax 
increase. Or perhaps, suggests 
Jesper Roll of J. P. Morgan, it 
reflects the government's recent 
promise to cut taxes on housing 
transactions, which has tempted 
consumers to delay purchases. 

But another possibility is that 
a structural shift is under way, 


which means previous equations 
about consumer behaviour no 
longer bold so true. Opinion 
polls show the population is 
gloomier about its economic 
future than ever before, partly 
because of concern about the age 
burden. 

There bave also recently been 
some intriguing, small changes 
in the labour market. Japan has 
recorded a steady rise in employ- 
ment in recent months. But. 
unusually, most of this has come 
from part-time jobs, many of 
which are temporary. 

In some circumstances, this 
could make consumers more 
cheerful. More part-time work 
might, for example, encourage 
more housewives into the work- 
force to provide second wages. 
But, in practice, the impact may 
be negative. Some of these new | 
part-time jobs are apparently i 
replacing previously secure 

full-time jobs, particularly in sec- 
tors like construction. Some Jap- 
anese workers may be feeling 
something previously alien to 
the country - job insecurity. 

Could these changes have 
made households more savings- 
prone? Perhaps. But at present it 
can only be conjecture. Compre- 
hensive data on wbat has actu- 
ally happened to the savings 
ratio this year will not emerge 
until 1999. In the meantime, a 
Spending rebound among con- 
sumers cannot be discounted In 
the coming mouths, even if the 
latest signals appear grim. 

Nevertheless, one conclusion 
is already clear, the government 
urgently needs to improve its 
statistical data on the savings 
ratio. This requirement will not 
change, even if consumers do 
finally throw off their sulks this 
year. 
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Fifth Third's chief executive tells John Authers the secrets of how to 

run the most efficient bank in the US 


Every expense pared corporate memory 

A JL tto nnBort^nt iciucs ] 


I had to buy new curtains 
last year." says George 
Schaefer, the chief execu- 
tive of Fifth Third with a 
wince, as he surveys his 
Spartan office in the bank's Cin- 
cinnati headquarters. “I didn’t 
like doing it, but the old curtains 
had been up for 25 years. It was 
getting impossible." 

This attitude to expense con- 
trol permeates the entire organi- 
sation. and it goes a long way 
towards explaining Fifth Third's 
almost universally accepted posi- 
tion as the most efficient and 
effective bank in the US. 

It has been named the best 
bank in the nation six years run- 
ning in the annual survey by 
Salomon Brothers. Several bank- 
ing performance benchmarks put 
it in another league from any 
competitor. Most noticeable is its 
efficiency ratio, which expresses 
a bank's total administrative 
costs as a proportion of its total 
revenue. Fifth Third’s figure for 
last year was 43.7 per cent. The 
next best, out of the 50 largest US 
banks, was 49.9 per cent and the 
average was 59.3 per cent 
Further, it does more than 
scrimp on overheads. It makes a 
lot or revenue. Fifth Third gener- 
ates higher returns on both 
assets and equity than the aver- 
age for banks, and its expenses 
amount to only a53 per cent of 
its assets, a figure not matched 
by any other bank with a signifi- 
cant branch network. Each 
employee generated $173,247 
(£104,366) in revenue last year, 4.8 
times average remuneration - 
again a figure unmatched else- 
where in the US. 

Mr Schaefer sums up Fifth 
Third's strategy in one word: 
“Hustle. That's us. It’s what we 
do. In financial services, where if 
anyone in town comes out with a 
new product everyone else has it 
five seconds later, what really 
matters is daily execution. And 
you can't stay here unless you 
make us a lot of money." 

Fifth Thud's culture in part 
derives from its base in Cincin- 
nati peopled mainly by Gertnan- 
Americans with a strong mid- 
western work ethic. A succession 
of aggressive chief executives has 
put a series of important con- 
cepts into place. 

William S. Rowe, the fourth 
generation of his family to work 
for Fifth Third, and married to a 
descendant of J.P. Morgan, ran 
the bank in the two decades fol- 
lowing the second world war. He 
had two guiding principles, 
according to Mr Schaefer: “Very 
tight credit quality, and run the 
heck out of expenses - those 
were the two main cultural 
points he drove through-" 
Expense control has become 
almost a game, officers admit No 
money is wasted on decoration, 
and executives sit in open-plan 
offices. Mr Schaefer’s office is 
less luxurious than that of the 
average state school head 
teacher, and many desks in the 
building are old and chipped. 

Mr Rowe's successor came 
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US. corporations are finding important clues in 
their archive documents, says Victoria GnHttn 
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. “We discovered that a similar 
service was offtefedtn the 1980s, 
although ana much more 
Limited scale.” says Mary; . . ■ 
Hedge, the corporation's ■ 
historian. "We waufedtofind . ; 
out how H was used, if there 
-were any problems and why it 
was discontinued." / 
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that specialise in doezuneuting A 
business's history are doing a 
booming business. 

-We^wseen a great deal more 
mteretf in area over the -f 
last few years," says Linda •... 
Edgerly, a partner of the 
consultancy the Winthrop . 
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history firm. *• * /• 

■ -Corporate ainnesto can prove 
expensive “Few companies 

. seem to realty know what they ! 
Jnrow.^shys Joel Rumman, a 
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Associates in New York and • 
George Roth . a professor at 
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Involved in the project to •- 
describe what they Otok went 

right and wrong- They have pot 
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from a 20-year career building an 
insurance business for Krogers. a 
mid we stern retailer. This 
imported a sales culture to Fifth 
Third, along with an aggressive 
work ethic. According to Mr 
Schaefer, Mr Rowe's message on 
arrival was: “We can work 
harder. You are coming in from 
9am to 5pm and we don't pay 
anyone any thing Let me show 
you how to sen." 

During his 20 years at the 
helm. Fifth Third was pounded 
with a sales culture. Every 
employee was a salesman. If they 
made sales, they would be 
rewarded, otherwise they might 
as well leave. 

Mr Schaefer, who trained as a 
military engineer, added commu- 
nication to the mix when be took 
over. “I had to drive into people 
to talk to each other. It was very 
clannish and cliquish. Whenever 
we get people to talk to each 
other we make a fortune. People 
trust us more than insurance 
companies or retailers." 

Fifth Third employees are 
actively encouraged to talk to 
anyone in the company. If that 
means going direct to people two 
tiers above them in the hierar- 
chy. rather than one - a scandal- 
ous event in many banks - so be 
it. 

By so doing, the argument 


goes. Fifth Third will not miss 
the chance to capitalise on its 
account-holders and will spot 
opportunities to sell them other 
services, on both the retail and 
corporate sides of the business. 

Hence, on the day when the 
bank announced its last third 
quarter results to investors, Mr 
Schaefer and Robert Niehaus, the 
head of retail administration, 
chose to start their morning with 
a 7 -30am meeting in Troy, Ohio. 
There they presided while 195 
sales representatives, offering 
many product lines, each had to 
stand up and name their three 
top sales prospects. 

Mr Niehaus says: "That way, 
everyone, from every part of the 
bank, hears every name and 
every prospect that the bank is 
developing in their region. And 
the important thing is that the 
chief executive is out there lead- 
ing the charge. That's how you 
get everyone saying something." 

A final piece in the puzzle is 
incentive schemes. Profit-sharing 
usually increases salaries by 14 
per cent and the bank has given 
out more than $100m through 
option schemes linked to its 
share price. 

Every Fifth Third employee 
seems to recite the same credo, 
listing the same principles for 
success. Applicants are asked if 


they play a team sport - football- 
ers, amazingly for an American 
bank, might have a better chance 
than golfers - while a "smile 
patrol" wanders branches ensur- 
ing tellers look 
enthusiastic. 

Wall Street seems in awe of the 
bank, even though, with $20.7bn 
(£l2.4bn) in assets, it is a relative 
minnow, ranking only 39th larg- 
est in the US. While other banks 
are engaged in daring mergers to 
build regional and national fran- 
chises, Fifth Third has been con- 
tent - barring an unsuccessful 
hostile hid for its Cincinnati rival 
Star Banc six years ago - to radi- 
ate out from its Cincinnati bulk- 
head steadily along interstate 
highways. Its shares trade off a 
higher multiple than any retail 
bank, making them almost 
hnmimp from takeover. 

The only problem with the 
Fifth Third approach is that it 
requires a lot of hard work. 
Employees generally “go home 
tired," according to Mr Schaefer. 
And there aren't quite the same' 
perks other hanks ran master. As 
Mr Niehaus puts it “I’ve heard 
bankers say quality of life is 
worth a few basis points. What 
they mean is they would rather 
have a company plane than a 
good efficiency ratio. We don't 
have a company plane." 
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. ; “Ihae should be more than 
ope point of view in the story," 
says Professor Roth. 

. Essentially, be and Mr Kleiner 
.are buflcttng a collection of 
internal case studies to help 

companies learn from their own 
experiences. The case studies 

Are meant to bc osed as food for 
thought and discussion after 
prefects are completed. “We’re 
not about having a \ 

v doaunent with some basic torts 

about the project stored on the 

shelf ,* Mr Kleiner explains. . 
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APPOINTMENTS 


Obscure little formula helps 
weigh up options for future 


The Black-Scholes model, used to calculate risk in the share market, can 
also help managers make real decisions, says Tony Jackson 


Our clicnL, a UK capital management house, with strong tics on both sides of 
the Atlantic is seeking a top-grade experienced Senior Portfolio Strategist 
whose in-depth knowledge of the markets and demonstrable track record of 
success in these markets has already distinguished the chosen candidate as a 
respected professional. 

Track record should exemplify the ability to achieve superior rates of return 
on capital while minimising the risk of financial loss by incorporating 
advanced quantitative techniques in ail risk management considerations. To 
achieve these goals the Group employs a three tier approach which 
encompasses arbitrage, relative value and macro directional trading to 
identify inefficiencies in many global emerging markets. Synergies must also 
be identified with existing portfolios of G-24 markets. 


L ast month’s award of the 
Nobel prize for economics to 
Robert Merton and Myron 
Schofes brought an obsmire 
but profoundly important little for- 
mula Into the limelight. In 1973 the 
two US academics - with their col- 
league, the late Fischer Black - 
came np with the Black-Scholes 
model: the now standard way of 
valuing options to buy or sell shares. 

But its usefulness does not stop 
there. Increasingly, the Black- 
Scholes model, or the thinking 
behind it. is being used as a manage- 
ment bool to value so-called “real 
options": that is, the choice of 
whether to proceed with business 
investments. 

Suppose you have a lease on a 
piece of land, on which you may or 
may not btffid a factory. The conven- 
tional approach would be to calcu- 
late the net present value of the proj- 
ect: that Is, estimate future cash 
flows, discount them to today's 
value, and compare the result to the 
cost of the plant If the result is 
positive, go ahead. If not, logic sug- 
gests selling the lease as well 
But the lease is an option on the 
project. What are the odds of 
demand for the product being bigger 
than you thought? What if new tech- 
nology reduces your production 
.costs? What if your competitors 
respond to your expansion plans by 
backing off? 

Run those odds through the Black- 
Scholes model and the result may 
be quite different. It will not tell you 
whether to build the plant today. 
But tt may tell you the lease is a 
valuable asset, to be retained until 
the uncertainties are resolved. 

To clarify that consider how stock 
options work. A share in Glaxo Well- 
come will today cost you about £13. 


To be effective you will have built on your initial degree with at least 5 years 
relevant experience with high profile investment houses and with at least one 
major international bank where your present role will have involved your 
control of relative value and macroeconomic strategy focused on fixed 
income trades on a global basis. 


If you meet all of our client’s requirements and are seeking freedom, a 
generous benefits package and are available straightaway, please let us have 
your up-to-date curriculum vitae, with a hand written covering lencr to: 


Box A5 198, 
Financial Times, 
One Southwark Bridge. 
London SE1 9HL 


Quoting reference 95/M OK/C 120/1 I/O 


An. option to buy a Glaxo Wellcome 
share at £13 in six months’ time will 
cost you roughly £1.30. 

The more volatile the stock mar- 
ket, and the murkier the outlook for 
Glaxo Wellcome’ s earnings, the more 
that option will cost you. In manage- 
ment terms, the same applies hi 
reverse. The more uncertain the out- 
look for a project the higher the 
value of an option to proceed with it 

While the Black-Scholes formula 
looks slightly daunting, the principle 
is clear. The present value of the 
share (or investment project; is com- 
pared to the price at which the 
option can be exercised in future. 
Adjustment is then made for factors 
such as uncertainty and duration to 
arrive at the option's value. 

As described in the forthcoming 
Issue of the McKinsey Quarterly, the 
technique is particularly suited to 
oil exploration*. Several big oil com- 


panies. BP among them, use real 
options theory in valuing licences to 
develop blocks in the North Sea. 

The most obvious uncertainty here 
is the future price of oil. But from 
the history of the oil price, one can 
calculate probabilities for its future 
behaviour, just as the past volatility 
of Glaxo Wellcome is used in valuing 
a stock option. 

As described by McKinsey. this 
can yield concrete results. One 
unnamed oil company planned to 
sell a set of licence blocks, since 
they were seen, as not worth develop- 
ing Thai it thought of valuing the 
licences as an option to develop over 
the next 10 years, if new technology 
were to Increase the recoverable 
reserves. On that basis, several of 
the licences turned out to be worth 
keeping. 

The technique has also been used 
by electrical utilities such as Power- 
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Gen. Suppose you have an old coal- 
fired power station that is uneco- 
nomic in today's market. Mothball- 
ing the plant represents an option to 
run it should conditions change, and 
the model will value that option. 

Real options differ from stock mar- 
ket options in one important respect. 
Once you have bought your Glaxo 
Wellcome option, you cannot influ- 
ence the share price. But as a man- 
ager, once you have identified the 
components of a real option. It may- 
be possible to Improve the project's 
attractiveness. 

In the oil company example, noth- 
ing can be done about the oil price. 
But suppose the model shows the 
project becomes viable if production 
costs come down 10 per cenL The 
company can then focus on the 
technology to achieve that 

There is one obvious objection to 
all this. Some managers will say that 
even net present value calculations 
are something of a s ham. You may 
ran the numbers as a check, but you 
wifi proceed an the basis of hunch 
and judgment 

The Black-Scholes approach, being 
more elaborate, might seem worse 
again. Garbage in. garbage out. 
those managers will say. By all 
means, do the sums: but if you think 
the result is the whole answer, you 
are kidding yourself. 

Some proponents of real options 
would not disagree with that. What 
matters, they say. Is not the maths, 
but the thinking behind it. The ques- 
tion is not whether you are sure of 
waning the game; it is whether you 
should have a seat at the table. And 
toe less certain the run of play, the 
more that seat may be worth. 

*The real power of real optima, by 
tietth Leslie and Max Michaels. 
McKinsey Quarterly, 1397 member 3. 
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MARKETING AND MEDIA 





Alison Smith on consolidation 
among media specialists 


J ust over a week ago. a 
launch party was held 
in Hong ’K’rmg for Mind- 
Share, the newly cre- 
ated media specialist 

unit in WPP. Do ming proc- 
tor, head of the new outfit,' 
told the 350 guests at the 
party that it was right to cel- 
ebrate the start of the ven- 
ture in a crty synonymous 
with innovation. 

Some executives in other 
marketing services groups 
sound sceptical about the 
vision behind WPP’s initia- 
tive. 

"It’s inventing a new tyre, 
not the wheel," says one. 
They do agree, however, that 
the move will increase the 
pace of consolidation within 
the sector. 

But as Well as rmflEHtwhig 
the reasons for concentra- 
tion of media buying power, 
the new business is already 
highlighting some of The 
potential pitfalls. 

The unit brings together 
the media baying plan- 
ning activities of WPP’s two 
advertising agencies. J. Wal- 
ter Thompson and OgQvy & 
Mather. It opened last week 
in China. Singapore, Hong 
Kong, Taiwan and Thailand 
and is due to come into oper- 
ation in Europe early next 
year. 

Its debut marks the end of 
an extended debate within 
WPP. the world’s largest 
marketing services group, 
since Martin Sorrell, its chief 
executive, floated the idea 
several months ago. 

Other media services 
operations are also openly 
discussing the need for deals 
and mergers. 

When Coidiant. the group 
that includes ad agencies 
Saatchi & Saatchi and Bates, 
announced in April that it 
was demerging, it also said it 
was seeking a partner for 
Zenith Media Worldwide. 


CIA Group, the indepen- 
dent media specialist in 
which WPP has recently 
bought a 14 per cent stake, 
has set itself the target of 
becoming a serious presence 
in the OS media market 
within 18 mrmtlwt ' " 

At first sight, the ability to 
negotiate greater discounts 
with media, owners- seems 
the most obvious reason 
why media buyers need .to 
get bigger. "Volume brings a 
certain status in negotia- 
tions,” says-Mr Procter.' 

But others in the industry 
say it is not so straightfor- 
wanl Chris Ingram, execu- 
tive chairman of CIA, says: 
“Multinational media own- 
ers and buyers are much 
more Hkaly to be looking for 
synergies.* for example, in 
ffim mar chamfisipg or cross- 
promotions.- The media 
buyer is a more attract i ve 
partner .if it is bigger aTX ^ 
has a broader spread.” 

John Perriss, Zenith’s 
chairman, says that cheats’ 
desire fer global partners is 
a powerful force towards the 
consolidation that has 
already started and will, he 
thinks, continue over the 
next two to three years. He 
believes the number of large, 
mainstream media buying 
businesses will go down 
from the 14 or 25 around 
today to five or six. . 

As media buying becomes 
more sophisticated, so media 
businesses need greater 
resources to supply added- 
value services, such as 
advice on where and how cli- 
ents should place their 
advertising. 

"The development of IT- 
based systems .and propri- 
etary software is very expen- 
sive, and you need'volume to 
spread the cost and deliver 
to clients at a reasonable 
price,” says Mr Perriss. 

But as media businesses 



seek to resolve these issues 
by growing through deals 
and HRQuisitioas, they recog- 
nise that growth through 
merges* can bring its own 
problems. 

One is the risk of losing 

i-HpTvH; ’ huraiwd . of conflicts 

within a particular category. 
This is not inevitable but it 
looms larger the farther 
media specialists go Into 
offering advice on strategy. 

M oreover, it is a 
tougher prob- 
lem for media 
services compa- 
nies now than it will be once 
further consolidation has 
occurred. Clients would than 
face a reduced choice among 
the small number of very 
large companies which are 
capable of meeting their 
media needs. 

Executives in media spe- 
cialists can argue fluently 
the reasons why clients 
should be pragmatic and 
take a flexible attitude, even 
if a merger means that their 
media advice will be pro- 
vided by the same business 
which advises a direct com- 
petitor. 

Their very fluency, how- 
ever, suggests that these are 
arguments they are used to 
presenting to sometimes 
Sceptical rtieq te- 
The executives point out 
that in other areas of pro- 


fessional advice, such as law 

and accountancy, clients 
trust their advisers to ensure 
that confidential Information 
does not leak across "Chi- 
nese walls”. 

They also warn that a cli- 
ent that takes a rigid 
approach to exclusivity may 
find its exclusive arrange- 
ment is with a media com- 
pany which lacks the 
resources to provide it with 
a good enough service. 

Far the largest clients, it is 
the media companies which 
are already demonstrating 
flexibility. They do this by 
setting up small units within 
the organisation which are 
dedicated to a particular cli- 
ent In the UK, Zenith- for 
example, has a unit working 
on Mars products which is 
separate from the rest of its 
business. 

WPP’s media operations 
include dedicated units for 
Kelloggs, Ford and Kodak. 
While conflicts are not nec- 
essarily the reason for estab- 
lishing these units, such 
arrangements do offer a way 
of resolving the issue. 

But the other area in 
which the development of 
media operations in multi- 
agency marketing groups 
can cause conflicts looks 
harde r to s olve. 

As WPP has emphasised, 
MindSbare is about more 
than media buying. Mr Proc- 


A growing national obsession 


T oday is National Porridge. day 
in the UK- Its a chance for 
you to deepen your under- 
standing of this nutritious 
and delicious food stuff. It is also the 
first National Carry day, which should 
help yon increase your appreciation of 
Indian and Bangladeshi cuisine. . 

As if that isn't enough, ft is Interna- 
tional Year of the Ocean and the Year 
Of Photography and Electronic Age. 

If it seems that nearly every day 
these days is "National This” day or 
tbe start of “National That” week, 
that’s because it probably is. Last year 
the UK had at least 250, ranging from 
Abba day to Veggie Hedge month. 

The idea of national days can proba-. 
bly be traced back to tbe saints days, 
which is why they were originally lim- 
ited to a few good causes. 

“Once they were the preserve of 
charities, mostly to promote health- 
related causes, like Oxfam week or 
National No Smoking day. Bat a s the 
world became more competitive, they 
started becoming more commercial 
and for more numerous,” says Andrew 


Johnson, head of research at Fore- 
sight. a directory of event listings. 

. So how do they come about and 
what benefits do they confer? Take 
National Curry day, sponsored by 
Kingfisher, the Indian lager. 

“We jnst want to encourage people 
-to. eat carry sad become more familiar 
with Indian, Pakistani mid Bangla- 
deshi food,” says Paul Campbell, tbe 
entrepreneur behind the day. 

- The great attraction of national days 
is that they can be cheap to set up. 
They cost as little as the price of hav- 
ing- & press release written and sent to 
a couple of hundred newspapers and 
radio and TV stations. But they can 
garner substantial returns. 

It is not uncommon for erven a minor 
national day to gain hundreds of thou- 
sands of pounds worth of free media 
coverage and to raise tens of thou- 
sands of pounds for a good cause. 
National Curry day has guaranteed 
Save The Children at least £20,000. 

The key Is to remember the religious 
and ethical roots of these days. 

“The idea is to leverage a real issue 


to garner editorial coverage for your 
product or cause, which can be for 
more powerful than other forms of 
marketing m nnwiniwrH mm, ** pr pbtnii 
Steve Marznker, of PR finn Holmes 
and Merchant Counsel, which thought 
up National Porridge day. 

Mr Marfnker describes six steps to 
manufacture your own national day: 

• Identify an issue, preferably health 
related, that connects to your product 

• Commission some research. Find 
out some of the things people do, when 
and how. The National Curry day 
press release says about half a million 
conies are eaten in the UK every day. 

• Get in some celebrities. 

• Get the endorsement of some 
quasi-official organisation. 

• Find some compliant journalists. 
“There are 8,000 periodicals and doz- 
ens of TV and radio stations screaming 
out for news," says Mr Marinker. 

• Know when to quit. After some 
years a time will come when there is 
nothing new to say. 


Alex Benady 


Tim Jackson - On the Web 


Your own compilation album 



Bruce Block 
has spent 
much of the 
past two 
weeks stuffing 
compact discs 
into envelopes 
for a mail- 

I order music 

i. Mr Block’s job, which 
the moment includes 
•lope-stuffing, is chief 
oology officer at Music 
section, a startup com- 
r selling pressed- to-order 
ic CDs over the internet 
usic Connection - 
>. muskmaker.cnm - lets 
Diners pick . songs from 
0 tracks os a database, 
order a CD incorporat- 
hose songs to be pressed 
sent co them by mail, 
special CDs cost from 
5 f£91 for five frocks to 
5 for up to 70 minutes of 
ic. . , 

his is not a back-of- 
»C operation." Mr Block 
□ns. The music, stored 
ligital format, would 
py nearly two terabytes 
compressed disc space. . 
fell as copying the data 
ecordable CDs using, 
speed drives, the com- ■ 
r produces customised . 
m covers, prints play- 
on the CDs using a titer- 
process, and assembles 
Uses into cases before " 


they are sent to customers. 

Tbe company has built 
what it says is an end to end 
operation which integrates 
rights acquisition, royalty 
payment, customer invoicing 
and tracking of customers' 
preferences into a single sys- 
tem. 

The technology is not 
home grown in the US. It 

was developed by CD Kit, a 

Paris-based company bought 

by Robert Bernard!, one of 
Music Connection’s four 
founders. 

To develop its potential, 
however, Mr Bernard real- 
ised that he needed access to 
the record companies’ cata- 
logues. which could be more 
easily achieved by a com- 
pany based in the US. As a 
non-executive vice-chair- 
man. Mr Bernardi brought in 
Irwin Steinberg, the oo-foun- 
der of Mercury Records and 
former chairman of Poly- 
gram Records USA, 

The company has the 
capacity to produce 1,000 
custom CDs a day, and 
expects to achieve a $20zn 
run rate within a year, prod- 
ucing 5.000 CDs a day. But 
the. company’s ambitions 
don’t stop there! “If this was 
going to stay a $20m busi- 
ness,” says Mr Block. “1 
don’t think any °f us would 
he putting in the effort." 


It may seem difficult at 
first to see how recording 
CDs one by one and put tin g 
them into envelopes can 
make sense, but Mr Bernardi 
believes that by cutting out 
tbe costs of distribution, 
retailing and by taking 
orders over the internet, the 
business can maintain 
attractive margins. 

“We can buy CD-Rs 
[recordable CDs] for $1.50 
now, and we expect that 
price to fell below a buck 
next year," he .explains. 

• “We’re selling for $l5-$20.” 
Tbe company has about $11 
left after paying royalties to 
tbe record labels and produc- 
tion costs. 

Mr Bemardi pays only 10 
to 15 cents a song in roy- 
alties because most of the 
songs that customers will 
use to build their personal 
compilations came from the 
back catalogues of record 
companies. He is promoting 
tbe idea to the music indus- 
try as a new way to distrib- 
ute music and to generate 
revenues While mainstream 

sales growth tails off with 
the m ptinTTig of tire CD mar- 
ket 

One feature, that makes 
Music Connection unusual is 
that it does not plan to rely 
on . internet marketing, 
instead of spending all its 


money on banner advertise- 
ments on tbe web. the com- 
pany plans to use the tradi- 
tional marketing methods of 
record clubs. 

It also plans to use mail 
shots allowing customers to 
order a customised CD by 
choosing songs from a bro- 
chure containing a list of 
1.000 tunes. Customers 
would write the code num- 
bers of the tracks they want 
on to a machine-readable 
order card. 

Although this loses some 
of the cost advantages of 
using the internet and limits 
the available catalogue. Mr 
Bernardi believes that it is a 
case of the 80-20 rule - most 
of the orders will be for a 
small but popular number of 
the available records. 

The business feces (fee fas- 
cinating uncertainty. 
Although Mr Bernardi points 
out that compilations repre- 
sent nearly 10 per cent of tbe 
j fishn music market in the 
US and nearly 25 per cent in 
Europe, it is not clear how 
many buyers would view the 
building of their own list as 
a pleasure rather than a 

chore. 

The point in Music Con- 
nection’s favour is that CD 
recordings offer far better 
sound than home-made com- 
pilations on audio tapes. 


tor says it aims to develop 
partnerships and “invest in 
finding intelligent planning 
tools which seek to show cli- 
ents how advertising 
works”. 

While this makes sense for 
MindSbare, it appears to 
overlap with the advice that 
tbe group’s advertising agen- 
cies - JWT and O&M - 
might reasonably feel should 
be their province. 

“If the media specialist 
becomes the source of advice 
for the client in business 
planning and strategy, that 
creates a possible clash with 
the role of the agency.” says 
Paul Woolmington. world- 
wide media director of 
Ammirati Puris l.intas L an 
agency owned by Interpub- 
lic. 

“If that is taken to its logi- 
cal conclusion, then the 
agency may become just an 
ad maker. Then the whole 
amounts to less than the 
sum of its parts.” 

With less than a week of 
business behind it, it is too 
early to say whether, in 
practice, MindShare can 
negotiate this delicate area 
successfully. But against the 
background of intensifying 
pressures for other multi- 
agency groups to merge 
their media businesses, 
WPP’s experience will be 
closely scrutinised by its 
competitors. 


India spices up its 
youth music market 

Jangly sitar music is being replaced by 
western-style pop, says Mark Nicholson 


W alk India’s city streets and 
you'll rarely spot a woman not 
dressed in the traditional sDk 
sari. But if you’d been among 
the 18.000 screaming youths at the Channel 
V pop music video awards in Delhi this 
autumn, you could have counted tbe num- 
ber of girls sporting saris on your fingers - 
and five were the Spice Girls, Britain’s “girl 
power” pop sirens, who headlined India’s 
new pop showcase event. 

India’s designer and denimed pop genera- 
tion is a small urban elite in a land where 
three-quarters of its 960m people still live in 
villages and the usual sound of music is the 
jangle or devotional songs or lilt of film 
scores blaring from cassette players. 

But unlike their sandalled country cous- 
ins, India’s hip young citywallahs have dis- 
posable rupees in their pockets, compact 
hi-fi systems in their bedrooms, go clubbing 
at weekends and consume hours of pop on 
MTV and Channel V. the two music chan , 
nels available only in the past three years. 
They are fast becoming a lucrative market 
The international music business has 
caught on. Channel V’s second annual video 
awards show had India’s mast galactic col- 
lection of international pop stars, from the 
Spicy fivesome to No Doubt Jon Bon Jovi, 
Savage Garden. Peter Andre and Code Red. 

It is also why Bertelsmann, the German 
media group, bought a controlling share two 
years ago in Crescendo Music, an Indian 
music label; why Poly Gram, the Dutch Phil- 
ips subsidiary, took control of Music India, 
another local label: and why Thom -EMI. 
Sony Music, Time Warner and Bertelsmann 
all took founding stakes in Channel V when 
it was set up in 1994 under Rupert Mur- 
doch’s Asian Star TV operation to offer a 
marsola competitor to the ubiquitous MTV. 

Noone knows how big a market it is. 
“Sales figures in India aren’t the easiest 
things to get hold of,” says Jules Fuller, 
general manager of Channel V. 

Any estimate is a guess.” says V. J. Singh, 
managing director of Sony Music India. 


The guesses about tile total sire of India’s 
recorded music industry vary wildly, from 
300m units a year to more than twice that 
Rampant piracy complicates any estimates 
since at least 40 per cent of the market is 
filled by small, cheap, illegal copying 
operations. The industry is left to add up 
anecdotal evidence. 

Executives tend to agree that most of the 
market is in Hindi film music - perhaps 
60-70 per cent of the total - and religious 
devotional music. T-Series, a market-leading 
Delhi-based company, which specialises in 
cheap cassettes retailing at Rs38 (62p), reck- 
ons to sell 300,000 cassettes a day. Roughly 
half is fifrn and half devotional music. It has 
rights to 4.000 titles in both. 

The pop market, which most tempts the 


big music outfits, is far smaller. Sales are 
divided between western repertoire and tbe 
newly emerging “Indipop”. This is a jaunty 
hybrid of lightly curried Europop and Hindi 
film music which, aided by MTV and Chan- 
nel V. is fast evolving a pantheon of new 
stars like A.R. Rahman. Dahler Mehndi, 
Lucky All Alisha and Raageshwari. 

The best guide to the real prospects for 
pop may come from watching Sony Music, 
the first international music company so far 
to make a visible difference on the, often 
tumbledown, shelves of India's music shops. 

Since setting up its Indian subsidiary in 
April, tbe company has swamped these 
shelves with high quality cassettes made 
with imported tape and quality covers - 
rather than the cheap pink and babyblue 
plastic boxes of local rivals - retailing at 
Rsl25. It also has a wide range of CDs. sell- 
ing at Rs350 and above. 

Sony has launched 250 western repertoire 
titles on cassette, including Jazz and western 
classical music, and 800 on CD. U has 
arranged direct distribution to I £00 outlets 
across India. It is a direct assault on the 
Channel V generation. 

“So far in India, apart from a few super- 
stars, India has not been treated as an 
important release market. Releases come 
months late,” says Richard Denekamp. presi- 
dent of Sony Music Asia. "But there's a 
group of people here who want to buy the 
CD the same day it comes out in America." 

P op is believed to account for no 
more than 5 per cent of the Indian 
market by volumes. But given the 
higher pricing possible, says Mohan 
Mahapatra, head of music for Plus Music, an 
Indian media group, "it’s growing much Tas- 
ter. It's perhaps worth 8-10 per cent of the 
market by value already. In value terras, it’s 
going to get pretty big." 

Especially, everyone seems to agree, for 
Indipop. Volumes are already much bigger 
than for western repertoire sales. Last year's 
top-selling Indipop album. Mode in India by 
the singer Alisha, sold 2m copies, according 
to Magnasound. the Indian label which has a 
collaboration with Warner India. Baba Seh- 
gal's Hindi rap album. Thanda Thanda Pani, 
also on the Magnasound label, sold 750.000. 

"Everyone thought Indian pop was a flash 
in the pan,” says Jules Fuller of Channel V. 
which plans to invest a further $30m in India 
over the next three years. "But it’s getting 
bigger and better all the time.” 

Sony, which has signed up Lucky Ali and 
AJL Rahman, a film composer turned pop 
singer, agrees. “It’s almost like there's a 
whole new idiom emerging in the market,” 
says Mr Singh of Sony. “It's something very 
contemporary in outlook, but its soul 
remains Indian.” 
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Executives behaving badly 


nkws frqm _ 


CAMPUS 


A personal behavioural adviser is the new status symbol, writes Victoria Griffith 


Kelley’s a hero 
in Indiana 


D ave D’ Alessandro, who 
will become president of 
John Hancock Mutual 
Life Insurance in Janu- 
ary, is a rising star in the US com- 
pany. But a few years ago he had a 
problem: subordinates said he did 
not listen to them. Rather than 
deal with the issue internally, the 
company assigned Mr D'AJessan- 
dro an outside consultant - behav- 
iour specialist Marshall Goldsmith. 

“1 had a tendency to cut people 
off, to think- that what they were 
saying couldn't be that important,” 
says Mr D’ Alessandro. “But I'm 
much better at it now. Actually. I 
get some of the best marks In the 
company in that area in feedback 
from people who work with me." 

Increasingly executives are turn- 
ing to outside consultants for per- 
sonal advice on how to run their 
careers. Part psychologist, part 
rent-a-friend. part information spe- 
cialist, these private coaches or 
mentors attempt to steer their cli- 
ents through the choppy waters of 
workplace politics. 

Because hired mentors are not 
involved In promotion and salary 
decisions, managers say they can 
be far more open with them about 
their concerns. Coaching advice is 
not cheap: a personal mentor may 
cost up to $250,000 (£150,6001 a year. 
For that reason, most companies 
will foot the bill only for their most 
promising executives. Sun Micro- 
systems, which believes strongly in 
the effectiveness of personal coach- 
ing. has offered the service to 
fewer than 20 managers over the 
last three years. 

Ironically, the high price has 
served to boost executives' desire 
for private mentoring. "It has come 
to be seen almost as a status sym- 
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bol - a sign that the company has 
you in mind for bigger things," 
says Thomas Moore, head of execu- 
tive education at the Babson busi- 
ness school. 

Private coaches are becoming so 
popular that business schools and 
consultants say they can't keep up 
with corporations' requests. The 
Fuqua School at Duke University 
says it plans to recruit staff with a 


background in organisational 
behaviour - a cross between psy- 
chology and management theory - 
to meet demand. 

Mentors have a wide variety of 
specialties. Some aim to help exec- 
utives balance work-life conflicts. 
Others are sounding boards for 
new ideas. The area that has been 
growing most rapidly is behav- 
ioural consultants, who help man- 


agers handle workplace relation' 
ships. 

The work differs from that of a 
psychologist, because coaches are 
interested mainly in the way oth- 
ers perceive their client, rather 
than the client's own sense of 
well-being. 

Consultant Allan Cohen says one 
case he handled Involve! a woman 
who was nervous about a co-work- 
er's resentment of her promotion. 
Although the executive was strong- 
willed, she was soft-spoken and 
mflci-mannered. He felt be should 
have got her job, and wanted to 
show her up," says Mr Cohen. “We 
worked on ways to tap his exper- 
tise and make him feel valued 
without letting him walk all over 
her.” 

Jim Moore, director of executive 
development at Sun Microsystems, 
got help from a personal mentor 
after subordinates complained in 
questionnaires that he made too 
many negative comments about 
colleagues. 

"1 have a sarcastic sense of 
humour, and didn't mean anything 
by it” says Mr Moore. “But h was 
undermining my effectiveness, 
because people started wondering 
what I was saying about them 
behind their back." 

Mr Moore made a bet with his 
co-workers. He offered them five 
dollars for every put-down they 
heard. The move lightened the 
mood at the office and showed oth- 
ers Moore was sincere about want- 
ing to change. Tm a few hundred 
dollars poorer and I still slip some- 
times, bnt the behaviour is no lon- 
ger getting in the way of my per- 
formance." 

Mr Goldsmith, of consultants 
Keilty. Goldsmith, says lack of lis- 


tening ski lls is the most common 
criticism workers make of their 
bosses. “The higher people go, Che 
less they tend to value subordi- 
nates’ opinions,'’ he explains. 

Exactly what is driving the 
demand for mentoring is not clear, 
hi part, it may have been triggered 
by the growing prestige bahaviour 
therapy is enjoying in psychology 
drcle& Another factor may be that 
executives work such long hours, 
they feel they have few friends out- 
side the office to help them with 
their problems. 

In the past, many could depend 
on a “corporate wife" to advise 
them on interpersonal relation- 
ships. "Corporate wives once spent ' 
a lot of their time sizing up their 
husband's work colleagues and giv- 
ing- him advice about how to han- 
dle certain situations," says consul- 
tant Beverly Kaye. “Now, she is 
caught up with bear own career and 
may not even know the personali- 
ties involved." 

Because of downsizing, superiors 
have less time to spend mentoring 
subordinates. It is lonelier than 
ever at the top, with chief execu- 
tives often brought in from other 
companies rather than groomed for 
the job over a period of years. The 
rise in status of “creative" execu- 
tives may also boost the need for 
outside coaches. “In the high tech- 
nology field, this is a problem.” 
says Moore of Sun. “We see a lot of 
geniuses who just can't seem to get 
along socially.’' 

Is the interest in coaching a pass- 
ing fad? Perhaps. For the time 
being, though, corporations find 
the expense worthwhile. Says Mr 
D'Alesssandro: “Anyone wbo has 
used a good coach knows how use- 
ful it can be." 


Indiana university has 
re-named its business 
school the Kelley school in 
recognition of an $iSm 
(ElO.Sm) donation from 
marketing specialist B W 
Kelley. 

Unlike most donations, 
which are used to fund 
bonding works, the Kelley 
fend will create 
scholarships for ■ 
undergraduate business 

students. Each year 60 of 

the students wbo enrol on 
the four-year programme 
will receive free tuition 
pins $6,000 expenses. 

Indiana: OS. 812 855 5944 


Learning down 
Mexico way 


Stem leadership lesson starts at the movies 


A degree coarse 
concentrating on Latin 
American management 
will be available to 
students throughout 
Mexico from January 1998. 
The course will be 
organised jointly by 
Thunder-bird, the US 
business school in Arizona, 
and the Institute 
TecnoWgico y de Estudios 
Snperiores de Monterrey. 

The courses will he 
I taught on Saturdays by 
professors via satellite 
, from Thunder bird’s 
campus in Glendale and 
ITKSM’s in Monterrey. 
Students will receive the 
transmissions at 2S sites 
throughout Mexico. 

The p rogramme will 
cover traditional areas of 
business education 
alongside Latin- American 
political issues. 
zmata.nw.Uems.mx} 
programas Imaestria / mania! 


moved its Berlin canjus- 

into larger premises fa the 

Charlottenburg area or the 
city. EAP, which was 
founded in 1973 by the 
Paris Chamber of 
Commerce, also has 
operations in Paris, Oxford 
in the UK and Madrid. 

EAP needed to extend its 
Berlin campus to cope, with 
the increasing number of 
students on its two 
flagship programmes. The 
first is the three -year 
^.aster s in management 
programme in which 
participants spend one 
year studying in France, 
one year fa the UK and a 
third year in Germany or 
Spain. The second is the 
East-West MBA, a two-year 
bilingual programme run 
by EAP in Berlin and the 
Akademla Ekonomxczna in 
Poznan, Poland. 

EAP: Germany. 30 32007 


Web beckons 
life learners 


It is bard to imagine 
that any business 
would exhort 
^SaJTlgk. employees to follow 
him or her to their 
nUtSSoK. deaths in a bid to 
— win fame and for- 
tune (though to some employees it 
might, feel that way). 

However, participants on the 
executive MBA programme at the 
Stem school, at New York univer- 
sity, are set the task of analysing 
just exactly what made Shake- 
speare's Henry V such a powerful 
leader as he led his troops to what 


appeared to be certain death at the 
battle of Agmcourt. 

A clip of Kenneth Branagh's film 
of Henry V is part of the introduc- 
tory leadership course on the two- 
year programme. Participants then 
watch a film clip about another 
powerful military leader, the open- 
ing scene from George C. Scott's 
portrayal of second world war 
leader General George Patton and 
compare the two leadership styles. 

Other, more modem leaders are 
then considered - Margaret 
Thatcher, Pope John 23rd and Mar- 
garet Mead, one of the founders of 


modem anthropology are just a 
few possible examples, says Nor- 
man Berman, director of executive 
MBA programmes at Stem. He has 
constructed the course so that the 
first leaders the students discuss 
are from outside the traditional 
business world. 

“By starting out with these sort 
of leaders it opens up the class in a 
very interesting way,” says Prof 
Berman. “They don't have to know 
about business In order to be able 
to dad With issues of leadership.” 
After using elements of film to 
break the ice in this way. Prof Ber- 


man and his colleagues turn to 
more conventional methods of 
teaching: case studies of interest- 
ing business leaders - Jack Welch, 
chairman Of General Electric, for 
example, or Anita Roddick, founder 
of the Body Shop. 

But as well as encapsulating the 
essence of leadership styles. Prof 
Berman Has used the films to alter 
the structure of the course. The 
leadership programme used to be 
the grand finale to the second year 
of the programme. Using non-busi- 
ness leaders and the power of film 
has enabled him to bring the unit 


from the end of the second year to 
the beginning of the programme, 
emphasising the value of leader- 
ship. 

The relationship with Shake- 
speare does not stop on the screen. 
A handful of the course partici- 
pants. men and women, are now 
rehearsing to put on their own pro- 
duction of Henry V. As Prof Ber- 
man puts it “The play is gender- 
neutral All you need for Henry is a 
strong voice and to be able to ride 
a horse." 


Bigger in 
Berlin 


EAP, the European School 
of Management which has 
operations in four 
European countries, has 


The UK governmen t's 
University for Industry has 
taken the first step 
towards persuading 
managers in small 
companies to take 
advantage of management 
training. 

It has selected Aztec, the 
t raining and enterprise 
council for south west 
London, to set up a 
development project to put 
management training on 
the internet 

The long-term plan for 
the University for Industry 
is to stimulate mass 
market lifelong learning 
by setting up a 
technology-based . national 
learning network. 

With a budget of 
£599,000 (9928.000), Aztec’s 
six-month pilot will go live 
on the world wide web on 
November 15. Four 
multimedia and video titles 
from Video Arts will be 
among the first packages 
available, free of charge. 
wtow-skiUsurfer. co. uk 


■ InftrmHSontar Campus shoUd be sent to 

DeSa Bradshaw. FT, Number Orw Southwark Bndge, London SE1 9HL 
Tefc 44 171 B73 4B73 Feoc 44 171 673 3950 


Della Bradshaw 


BUSINESS TRAVEL 


Games begin 


The Sydney Olympics have 
sparked a wave of hotel 
development there. The 
General Post Office, a listed 
Victorian building, is to be 
converted at a cost of 9250m. 
Operated by Westin, it will 
have 415 rooms, a health 
centre and spa, and a 
ballroom with capacity for 
1,000 guests. And the Wales 
House, built in the 1920s as 
headquarters of The Sydney 
Morning Herald, will be 
turned into a 363-room hotel 
to be operated by the French 
Sofitel chain. The building's 
exterior will be left largely 
unaltered and many interior 


features will be preserved. 
Both hotels are scheduled to 
open in 1999 - in time for 
the Games the following 
summer. 


Overlooking the Royal 
Palace, it is in the centre of 
Bucharest’s business 
district and 20 minutes 
from the airport. It has 272 
rooms, business and leisure 
centres, a pool, and a 
masseuse. 


weeks by messaging 
cQmenutSldetta-airxom. 


On line 


Romanian palace 

Bucharest's A thence Palace 
hotel has re-opened as a 
five-star Hilton alter a 
four-year facelift It was 
here that Prince Yakimov, 
the moth-eaten White 
Russian so memorably 
created by Olivia Manning 
In the Balkan Trilogy, 
drank on credit as the 
Romanian capital waited for 
Hitler's invasion. 


Flying light 

Requests from passengers 
for lighter food have 
prompted Delta Air Lines of 
the US to offer transatlantic 
travellers menus devised by 
chefs from five spa hotels. 
Fish dishes - such as fillet 
of grilled turbot with 
artichokes - feature 
prominently. Customers will 
be able to deliver their 
verdict over the next four 


Air Canada has opened an 
internet address allowing 
passengers to check seat 
availability, request fare 
quotes and book flights 
with the airline and its code 
share partners 
(www.aircanada.cal. So far, 
only customers in North 
America can use the site to 
pay lor tickets by credit 
card. 


budget For departures until 
the end of this month, 
British Airways Holidays is 
offering return three-night 
packages, including flights, 
taxes and two-star hotel 
accommodation from £299. 
For those prepared to book 
by this Wednesday, travel in 
February and stay at least a 
week, London-based flight 
experts Trailfinders is 
offering a return fere of 
£345. 


ensure a measure of privacy 
- and providing duvets. The 
first aircraft to be fitted 
with the new seats is 
already operating between 
London and Tokyo. By next 
month, they will be on 
flights from Tokyo to Paris, 
Frankfort, and the US. 


Likely weather in the leading ^siness cefitr^ 
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Check-in 


^LfloBetes 


Stretch out 


Fare busters 


Hong Kong continues to 
produce spectacular 
bargains for those on a tight 


Japan Airlines has followed 
British Airways by 
introducing first class 
sleeper seats which allow 
passengers to stretch out 
flat, with partitions to 


Heathrow passengers will be 
able to check In at 
Paddington rail station next 
June when Heathrow 
Express, the rail link, offers 
27 check-in desks from nine 
airlines, writes Gillian 
Upton. Baggage will be 
checked through to 
destination and boarding 
passes issued. 


mm 
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Increased demand and federal tax hit travellers on internal routes 


Fares rise on US flights 


A new niche market 


U nprecedented 
demand and a 
federal air fare 
tax are pushing 
up fares for internal US 
flights, forcing corporate 
travel departments to shop 
around for value, according 
to the latest survey of the 
industry by American 
Express. 

The American Express 
survey of flights on 215 
routes suggests that fares 
have risen by 34 per cent 
since February last year. 

These figures apply to the 
tickets typically used for 


business travel, rather than 
“business class” seats. Amer- 
ican Express defines a “typi- 
cal business fere” as “gener- 
ally the lowest economy fere 
available to the business 
traveller". 

While business passengers 
are asked to pay more, the 
lowest discount feres avail- 
able are falling. Thus the 
“typical business fare" has 
risen 6 per cent in the 12 
months to the end of Sep- 
tember this year, from $406 
to $429 (£258), while the low- 
est discounts available have 
dropped by 11 per cent, from 


$149 to $133. The discounts 
generally apply only to holi- 
daymakers and leisure trav- 
ellers because the tickets 
usually have to be pur- 
chased at least a week in 
advance, involve a minimum 
stay and round-trip travel, 
and have limits on refunds. 

Corporate travel depart- 
ments appear to have made 
the logical response, 
although this will not have 
helped the comfort of execu- 
tives jetting across the US 
for meetings. 

The average fere paid by 
business travellers has risen 


at about half the rate of 
overall business feres being 
offered. So while the average 
business fere charged by air- 
lines in the first nine 
months of this year 
increased 20 per cent, the 
average fare actually paid 
increased by only 10 per 
cent. 

This in turn suggests that 
the new generation of travel 
agents* booking systems, 
which seek out the lowest 
available price on a route, is 
being well used. 

Companies are also insist- 
ing that their employees 


accept the lowest logical air 
fere, or use negotiated corpo- 
rate discounts, tightening up 
on their previous policies. 


A pattern of increased 
demand is confirmed by a 
separate survey by the New 
York-based Travel Business 
Bound table. 


This found increases in a 
range of leisure and travel 
economic sectors, including 
total sales, and total passen- 
ger miles for airlines. 


John Authers 


T he extended-stay mar- 
ket - accommodation 
for business travellers 
away for more than a week 
- is the fastest-growing lodg- 
ing sector in the US. ft Is in 
its infancy in Europe, bat 
that could change quickly 
following the purchase of the 

continent's two leading 
chains by US investors. 

Westmont Hospitality has 
bought the French groups 
Citadines Apparthotels and 
Orion, the former for an 
undisclosed sum and the lat- 
ter for FFrL2bn (£l25m). 

Citadines has 32 apart- 
ment hotels, including 11 in 
Paris, and locations in Lon- 
don, Brussels and Barcelona. 
Orion has ll city centre 


properties and 24 in leisure 
resorts. 

Westmont bought the two 
companies in a joint-venture 
with the Goldman Sachs 
Whitehall Fund, a large real 
estate fund. Westmont also 
owns 170 hotels in North 
America and “Europe, includ- 
ing Holiday Inns, Radissons 
and Comfort fans, some of 
them in partnership with the 
Whitehall Fund. 

The main feature of 
extended -stay properties is 
that they include kitchen 
facilities and - us uall y •- a 
lounge. 

Citadines and Orion 
resemble US brands such as 
Embassy Suites and Resi- 
dence Inns in that they are 


branded and mid-price. A 
one-bedroom apartment at 
the Citadines Haussznan in 
central Paris, for example, 
costs from FFr1,350 a night 
in the low season, far 
cheaper than a suite in a 
four-star hotel. 

Nabfl Ashkar, Westmont’s 
vice-president of asset man- 
agement, believes the mar- 
ket will grow because *~hg 
convergence of businesses is 
spurring greater relocation 
of personnel within the 
European Union. 

An Italian executive living 
in Rome is now almost as 
likely to be posted to Paris 
or Brussels as to Mii.in 


Amon Cohen 


There’s more to life than omelettes 


T he choice was not easy. 
Would it he the whole- 
meal quiche with sun- 
dried tomatoes, green 
olives, red onion, spicy chiso 
cress and shredded carrot salad, 
or the grilled summer vegetable 
terrine on a fresh tomato conlis 
garnished with mired leaves? 

The menu at the Hotel Inter- 
Continental, at London's Hyde 
Park Corner, was designed to 
prove a point: there can be alter- 
natives to omelette when you 
ask for the vegetarian option at 
business conferences. 

Sadly, as a survey of 63 event 
organisers carried out by Banks 


Richard Donkin on the difficulties faced by vegetarian delegates at conferences 


conus a be. f\ Brr jjsss 

asTEhmwousLY 

i&h _ Please, sand 


Sadler, the meetings agamy, dis- 
covered. many hotels have been 
slow to keep up with changing 
trends in eating habits when 
catering for conferences. 

Conference organisers say they 
expect about a fifth of delegates 
to ask for a vegetarian menu 
compared with about 8 per cent 
three years ago. “Middle of the 
road” hotel chains display the 
least imagination In vegetarian 
fare, they say. Many provide no 
more than one option, and this 
tends to be vegetable lasagne or 
mushroom stroganoff. 

Their worst experiences, they 
say, include receiving dock pdtd 


as a vegetarian option; the vege- 
tarian dish arriving alter every- 
one else had finished; and being 
served cold pasta when it was 
supposed to be hot 

Barbara Philips, head of tour- 
ism at the department for cul- 
ture, media and sport admits 
such experiences have turned 
her into a “closet vegetarian” 
“Sometimes you are sitting at 
your table and the maitre d % 
comes over, points at your head 
and shouts Vegetarian’ over to 
the others." 

She says there is a need for a 
change in attitudes among hotels 
and airlines. “A lot of US air- 


lines equate vegetarian with 
purita n . So while other passen- 
gers will get chocolate for pud- 
ding, the vegetarian ends up 
with rice cake. We're not puri- 
tans. We like good food as much 
as anyone else.” 

Katie Mills, corporate sales 
manager at the Hotel Inter- 
Continental, says hotels and con- 
ference organisers need to 
respond more effectively to 
increasing demands for vegetar- 
ian food. “We have one confer- 
ence next month, for example, 
where a vegetarian menu has 
been requested for each of the 
500 delegates," she says. 


Banks Sadler has launched a 
’•“Campaign for Veggie-friendly 
Conferences". Karen Kelly- 
Moore, marketing director, says: 
“It should neither appear macho 
to eat meat, nor prissy or pre- 
cious to prefer asparagus or 
stuffed aubergine. 

“The conference industry 
needs to concentrate on two 
areas fa vegetarian banqueting: 
to incorporate it into the opera-' 
tional policy of the venue and to 
ensure that all delegates are 
treated equally. It should not be 
embarrassing or second best for 
executives to ask for vegetarian 
meals." 
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Symphony ariMont Med. 
The festival, which' runs tig . .:- 
Nwarnber3Q, Includes Alfred 
BmidarsdeWfo Northern 
Ireland, thaMorcoCuhntogha m 
Ccmpanyln Obavv and Robert 
Wflaorfa Staging of Gertnxfci 
Stain's Satntsand Singing. 



BELFAST 

Benjamin Zander (above} end the 

Ulster Orchestra open the Betfast 


'wum •:■■■.} S 

l -7h*Paris Opera Bafletfe, - 
presenting a ti^Mvrttich 
Includes Leonid Massine's ; 

! sptendjd assay butotanOOisiti 
LaSyrrijph KMvafant&sttqoe, 
replete with aftift* fi an tasmadf 

Berfloz* score: Performed on • 
November.11, 12, 13, 1$, 15, at 
the Relate Gamier, In a ~ 
programme with Roland PetiTe 

tragic L'Adesienne and Stasis' 

delirious Soir de feta. Very weti 

worth seeing. 



Fresh and intimate: Ray Fearon and Zofi Wattes in the RSC’s ‘Romeo and 


Mgri Ncrrinoton 


Theatre / Alastair Macaulay 


worn 




W e keep on Teaming, these 
days, how • : excellently 
Shakespeare’s plays work 
In small atuHtoria, with 
the audience on three or four sides of 
the action. The Royal Shakespeare 
Company’s new production of Romeo 
and Juliet, directed by Michael Atten- 
borough, Is in no way. radical, but, as 
seen in the cbamberaize auditorium of 
the Pit, it is unusually fresh. The pro- 
duction will tour Britain; it seems 
likely that the freshness will endure. A 
further virtue of the production is its* 
ensemble. Zt is easy to believe that 
these characters really have known 
each other, in the same town, far years. 
Above ah, the actors wear the la n guage 
lightly, and speak It hvddly. 

There are no big names involved, 
and the production is intimate. Robert 
Jones has dressed the characters in 
ndd-SOth-century costumes; colours are 
subdued, and pomp Is eschewed.' Lord 
Capulet his a watch-chain across his- 
waistcoat but he is in shirtsleeves, 
with an open bottle of red wine in hia 
hand, as be first addresses Paris, In her 
first scene, Juliet is chopping parsley 
to add to the Nurse’s stew; later, she 
sits barefoot and scrubs the washing in 
the open air. 1 am not quite sure why, 


at. the Capulet ball, Juliet dances a 
tango with Paris to non-tango music; 
but the production makes a virtue of 
this as she sees Romeo, because the 
music is suddmily -peeled away into a 
quiet hum, and we watch Juliet still 
dancing this elaborate tango .(a red 
Argentina one, not the campy ballroom 
version, with heavenly sensuous 
details of footwork) as if suspended in 
time, as if the only music far her now 
is her new interest in Romeo, wham 
she keeps trying to regard, this way or 
that, over Paris’s shoulder. 

oc waites is Juliet, a spontane- 
ous,' open -spirited girl of 
ardour and brains and. tamper, 
in Whom passion awakes new 
notes of emoticmal maturity. Ray Fea- 
ron is a handsome and virile young 
Romeo: his face and voice incline 
towards severity, and, just around the 
death of Mercutio a slightly artificial 
vibrato (impelled by real emotional 
force) starts to enter Ms oratory. San- 
dra Voe is an ideal nurse, warm and 
sfDy and. vividly bringing every word 
to life. Chook Sibtain is a vigorous Mer- 
cutio of more malice than wit. Law- 
rence Wood is a wonderful Ben voice, - 
the hushed note of shock in his voice 



as he reports Mercutio’s death is 
immensely touching: (It is in him that 
we best discover the note of youthftil 
vulnerability that can make Romeo a 
beloved play.) The only weak link In 
the cast is the coarse Tybalt of Nigel 
Clausal; you can see him planning 
what he is going to express next 
But this is a production where one 
hangs fondly an the least interaction 
between servants. A few small faults: it 
is too easy to sense how each blow and 
cry in the fights (by Terry King) have 
been rhythmically counted out; and if 
you play a Caruso recording, however 
dim. In the background of a short scene 
between Mercutio and Benvoho, it is 
not the actors I am going to attend to. 
One can tell that this production was 
conceived not for Romeo connoisseurs 
but for youthfbl audiences coming to 
Romeo for the first time; and there are 
notes of scholarship wnd of pathos in 
the lovers’ talk that it does not touch. 
Often, however, I felt as if I too was 
watching Romeo for the first time, and 
happily so. 

The Pit, London EC2 until November 
15. Tonring to Stratford-upon-Avon 
and, In 1998, on an li-week UK tour. 
Sponsored by Allied Domecq. 


Peaks and foothills 

William Weaver on American fin-de-siecle music 


W hat did you do 
if yon were a 
promising 
young 

American composer in the 
latter half of the 19th 
cent ury ? If possible, yon 
went to Germany to study, 
perhaps with a favoured 
pupil of Liszt or some 
disciple of Brahms. And so. 
in the 1880s (after a period 
in France), Edward ' 
MacDowell sat at the feet of 
a series of German 
composers, the last - and 
most famous ~ of whom was 
Joachim Raff. And 
similarly. MacDoweD’s 
slightly older contemporary, 
George Chadwick, followed 
the lessons of Carl Rehiecke 
in Leipzig and or Joseph 
Khemberger in Munich. 

At the same time there 
was a reverse migration hi 
process, as the nascent 
American symphony 
orchestras demanded 
German conductors, who 
then demanded German 
players; and at the 
Metropolitan Opera, 
imported German singers 
sang even the French and 
Italian repertory tn German. 
Among these singers was 
Tberese Foersier, who 
arrived tn New York with 


her Irish - bat 
Stuttgart-trained - husband 
Victor Herbert, virtually the 
cre ato r of Ameri c an 
operetta. A generation later, 
Jerome Kern, born in fhe US 
of German parents, studied 
in Heidelberg, before he 
brought the craftsmanship 
and seriousness of his 
European training to what 
came to be considered a 
peculiarly American 
achievement. 

At its latest concert tn 
New York’s Avery Fisher 
Hall, the American 
Symphony Orchestra, under 
the scholar -conductor Leon 
Botstein, performed an 
nnnsnal programme devised 
to Illustrate this 
tura-of-the-century musical 
world, with works by these 
four dissimilar composers. 
Anachronously, he began 
with Kern, the youngest, 
and with a curious piece - a 
musical “scenario" of Show 
Boat confected some years 
after the work's phenomenal 
success in 1927 by Charles 
Min er, with Kern’s blessing. 

Hie “scenario” is not the 
usual pot-pourri, the sort of 
overture that might still 
precede a Broadway show. 
Rattier it is more like one of 
Liszt’s operatic fantasies, 


where some tunes are - 
ta ntaHfto gi y - only hinted 
at, while the arranger aims 
at a grander, more unified 
work. In any case. Miller’s 
reflections on Show Boat, as 
Botstein and Ms musicians 
deflty conveyed them, 
indicated the immense 
melodic wealth and skill of 
Kan's masterpiece. 

T hough MacDoweZZ’s 
second piano 
concerto was a 
success at Its 
premiere in 1890 and has 
been sporadically performed 
since, it is not a 
masterpiece. Hayed by a 
great pianist - like Ursula 
Oppens, who performed it at 
this concert - the concerto 
can be a thrilling 
experience. Oppens dearly 
relished the horrific 
technical difficulties, 
surmounting them with a 
joyous ease that electrified 
the audience. 

Fbr the Httle Victor 
Herbert anthology, Botstein 
and the ASO had another 
fine collaborator in the 
soprano Harolyn Blackwell, 
whose crystalline voice and 
bright personality enhanced 
the composer’s affecting 
songs. Botstein also 


conducted the 
medley- o v e rt ure to The 
Fortune Teller 

(incorporating the immortal 
time “My Little Gipsy 
Sweetheart") with the 
conviction he might bring to 
Brahms or Mahler. He and 
Blackwell brought off an 
execution of the Italian song 
from Naughty Marietta that 
actually laid the inevitable, 

benevolent ghost of 
Jeannette MacDonald. 

George Chadwick's Third 
Symphony dates from 1894. 
After conducting its 
premiere, the composer 
wrote: “Of course, it does 
show the influence of 
Brahms in places . . Not 
only of Brahms and not only 
in places, but also of Dvof&k 
and other post-Brahmstans. 
Though it is a perfectly 
respectable piece, and 
though Botstein and his 
orchestra performed it with 
impeccable skill, it remains 
lifeless. But perhaps, at 
times, even less-ttum-great 
music desaves a hearing; 
we must not believe that the 
history of music Is simply a 
long chain of sublime 
masterworks. Along with 
the noble peaks there are 
also some attractive 
foothills. 


F or the past week 
London’s South 
Bank Centre has 
been muscling in on 
territory generally regarded 
as the preserve of the Wig- 
mare Hall: Schubert’s house 
music. Unlike Graham John- 
son’s well-spaced autumn 
series at the Wigmore, Roger 
VJgnoles’s survey, entitled 
"Landscape into Song”, was 
examined into seven days, 
same containing mare than 
one recital. That may 
explain why the Queen Eliz- 
abeth Hall was less than full. 
The smaller, more hospitable 
Wigmore would have sold 
out artists like Wolfgang 
Holzmair, who opened the 
week with Die sch&ne Mid- 
term, and Matthias Goeme, 
who offered a Schubert and 
Wolf selection. The advan- 
tage of the South Bank pre- 
sentation was that it offered 
a concentrated dose. Which- 
ever series one chose, Schub- 
ert the Lieder composer is 
enjoying a bumper bicente- 
nary. 

Holzmair and Goeme are 
both baritones, but they 
make a strong contrast the 
one rapt and inward-looking, 
the other bluff and to the 
point; Holzmair awakening 
us to the dark recesses of the 


Concerts/Andrew Clark 

Lieder in light 
and shade 


Lied, Goeme leaving no 
secrets to unravel; the per- 
sonification of Romanticism 
in song, versus the brutish 
Modernist. With his light, 
gentle timbre, Holzmair 
sounds Austrian (which he 
is), while Goerae’s tough 
voice - thankfully not too 
identified with the school of 
his teacher, Dietrich Fischer- 
Dieskau - Lb unmistakeably 
German. 

W ith a Decca con- 
tract in his 
pocket, Goeme 
at 30 has well 
and truly arrived. By the 
same token, he must now 
expect the closest scrutiny, 
and on this showing his 
Schubert left much to be 
desired. There was ample 
scope for variation of mood 
and gesture in his selection 
ai Goethe settings, but little 
more than one-dimensional 
melodrama in execution. 


The rapt absorption of “Ver- 
stmken” sounded much the 
same as the nigh tmarish dia- 
logue of “ErikBnig", both 
suffering from Andreas Hae- 
fliger’s glib and garbled 
accompaniment. Despite 
some fine legato, notably In 
the way Goeme caressed the 
final line of “Wanderers 
Nachtlied”, it was all a bit 
monotonous. 

Singer and pianist were 
better attuned to a selection 
of Wolf's MOricke Lieder 
after the interval. “An die 
Geliebte" may not have 
sounded romantic, still less 
erotic, but it was exquisitely 
vocalised; and Haeiliger 
brought out the pre-Expres- 
sionist tone-painting of “Der 
Feuerreiter”, the last lines of 
which Goeme rendered in an 
eerie half-voice. 

Holzmair made his name 
with Die scheme MQUerm in 
the late 1980s, but familiarity 
has not lessened his fresh- 


ness of vision. Instead, judg- 
ing by last week's perfor- 
mance with. Imogen Cooper, 
he has deepened his sense of 
identification with Mailer's 
- narrative. The- voice remains 
youthful, if a little lacking in 
resonance in the vacant 
QEH acoustic; but what dis- 
tinguishes Holzmair’s 
approach is the range of col- 
ours at his disposal, and the 
musical intelligence with 
which he uses them to Alu- 
mina te the text - the mark 
of a true artist 
His performance was a 
peerless feat of concentra- 
tion, echoed at every step by 
Cooper’s quietly insistent 
accompaniments. Just as 
“Der Neugierige" - part 
romantic dream, part doubt- 
' ful prayer - formed the crux 
of the first half, the dazed, 
obsessive introversion of Die 
Hebe Farbe was the key to 
the second, with “MIt dem 
grfinen Lautenbande" pro- 
viding an ironic watershed. 
The test of any performance 
of Schubert’s great song-cy- 
cles resides In two questions: 
was 1 moved? and did I 
renew my sense of wonder at 
Schubert’s creative achieve- 
ment? With Holzmair and 
Cooper, the answer on both 
counts was yes. 


Intern AitoNAt^ 



■ AMSTERDAM 

DANCE 

Het Mtctiektheator 

Teh 31-20-551 8911 

BiH T. Jones/Amie Zane Dance 

Company; Blue Phrase, Baited, 

New Duet and Ursonate; Nov 12, 

14,15 

OPERA 

Hot Muriektheater 
Teh 31-20-551 8911 
Cosi Fan Tutta by Mozart 
Netherlands Opera production, 
conducted by Ivor Bolton in a 
staging by Jflrgen Fflrnm, with an 
entirely new cast; No v 10, 13 

■ BALTIMORE 

EXHIBITIONS 

BaHImoro Museum of Art 

Tab 1-410-396 6310 • • • . 

A Grand Design; The Art of the 
Victoria and Albert Museum. First 
stem of a five-city North 1 ' . . - 

American tour of selected objecta- 
from the V&A’s collection. 

Consists of 250 works cf «t • 
ranging from Leonardo da VJncfs 


notebooks, to shoes by Vivienne 
Westwood, presented In sections 
which address changes In the 
institution’s collecting pofley; to 
Jan 18 

■ CHICAGO 

OPERA - 

Lyrfc Opera of Chicago 
Tel: 1 -31 2-332 '2244 . . 

Idomeneo: by Mozart. Conducted 
tty John Nelson in a staging by 
John Copley. Cast Includes 
Marietta Devja and Ptacido . 

. Domingo; Nov 10 

■ GLASGOW 

EXHIBITION 
Burrell Collection 
. Tel: 44-141-648 7151 
Sir John Lavery (1856-1941); The 
Irish Glasgow Boy. With all the 
negative pubfiefty that the Burrell 
has received recently, this - 
overdue Lavery exhibition has 
come as something of a relief. 
Highlights include "The Tennis 
Party" (1885)» "State Visit of 
Queen Victoria to the Glasgow 
Kitemationaf Exhib ition* (1888), 
and major portraits in .which the 
Influence of Whistler is dearly 
visible; to Jan 25 . 

■ LONDON 

EXHIBITION 

Victoria arid Atoert Museum 

-Tel: 44-171-938 8500 
Cari and Karin Larssorr Creatore ; 
of the Swedeh Style. Recreates . 
five rooms of the famous house 
at Sundborri, and examines its 
eKtraortitnary impact on the 
Interior design of our century; to . 


Jan 18 
OPERA 

London Coliseum 
TeJ; 44-171-632 8300 

• From the House of the Dead: 
by Jan^fiek. New English 
National Opera production, 
conducted by Brad Cohen in a 
staging by Tim A!bery. The 
programme Is completed lay 
Twice through the Heart, by 
MarkrAnthony Tumage, 
conducted by Nicholas Kok; Nov 
11.13 

• -The Magic Flute: by Mozart. 
Nicholas Hytner’s English 
National .Opem production, 
revived by David Riteh and 
conducted by Christopher 
Moulds; Nov 14 

Shaftesbury Theatre 
Tab 44-171-379 5399 
The RoyaJ Opera: The Merry 
Widow, by Franz Lehar, m a new 
translation by Jeremy Sams. New 
. production by Graham Vick, with 
designs by Richard Hudson; Nov 
10,11 

THEATRE 

The PR, Barbican -Centre 
Tel: 44-171-638 8891 
Romeo and Juliet by 
' Shakespeare. New production 
.. directed by Michael - 
Attenborough and designed by . 
Robert Jones. Ray Fearbn and 
2tae VVotes arethe lovers; 39 
Oct-15 Nov 


■ LOS ANGELES 

CONC&rFS 

Dorothy Chancfler Pavfilon 
Tet 1-213-365 3500 


Los Angeles Ph3 harmonic: 
conducted by Ofiver Knussen in 
a programme including works by 
Rimsky-Korsakov and Takemitsu; 
Nov 14, 15 

■ MUNICH 

DANCE 

Bayerische Staatsoper 
Tet 40-89-2185 1920 
Bayerische Staatsbaflett Romeo 
and Juliet. John Cranko's 
choreography is set to 
Prokofiev's score. With sets and 
costumes by JOrgen Rose; 

New 10 

OPERA 

Bayerische Staatsoper 
Tel; 49-89-2185 1920 
Bektra: by R. Strauss. New 
production conducted by Peter 
Schneider, directed and designed 
by Herbert Wernicke; Nov 12 

■ NEW YORK 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 

• Drawings of Filippino Lippi 
and His Circle: first major 
exhibition of work by the 
Quattrocento painter. Of the 117 
drawings on display, 80 ®b by 
Lippi, including rare loans from 
around file world. Raphael and 
Botticelli, whose assistant Lippi 
was. are also represented; to 
Jan 11 

• Jackson Pollock (191 2-1 956): 
Early Sketchbooks and Drawings. 
Display of 48 rarely seen pages 
from the Abstract Expressionist's 
sketchbooks, and 24 drawings, 
fndudes studies and portraits; to 


Feb 8 
OPERA 

Metropolitan Opera, Lincoln 
Center Tet: 1-212-362 6000 

• Don Giovanni: by Mozart 
Production by Franco Zeffirelli, 
given its first performance of the 
season on 5th, when Amanda 
Ftoocruft made her Met Opera 
debut; Nov 11, 14 

• La Cenerentola: by Rossini 
Met Opera premiere. New 
production conducted by James 
Levine in a staging by Cesare 
LievL with designs by Maurizio 
Bai6; Nov 12, 15 

New York State Theater 

Tel: 1-212-870 5570 

• Don Pasquale: by Donizetti. 
New York City Opera. New 
production, premiered at 
GBmmergiass, directed by Leon 
Major and conducted by Lucinda 
Carver; Nov 14 

• Marco Polo: by Tan Dun, 
premiered In Munich last year. 
New production by the New York 
City Opera conducted by the 
composer and directed by 
Martha Clarke; Nov 15 

• Xerxes: by H&idel. New Yak 
City Opera. New production 
drocted and Stephen Wadsworth 
and conducted by George 
Manahan; Nov 13 

■ PARIS 

DANCE 

Opdra National da Paris, Palate 
Gamier Tet 33-1-43439696 
Paris Opera Ballet mixed 
programme - Soir de f§te by 
Staats, L’ArhSsienne by Petit, and 
La Symphonic fantastique by 


Massine; Nov 11, 12, 13, 14, 15 Valery Gergiev; Nov 13, 14 


EXHIBITIONS 
Mus£e du Louvre 
Tel: 33-1-4020 5151 
Pajou, sculpteur du Rol: first 
retrospective devoted to works 
by the French sculptor 
(1730-1809), successful in the 
French Royal Academy of 
Painting and Sculpture and a 
favourite of Louis XV and Louis 
XVI. The display includes Pajou's 
five most famous marble statues, 
portrait busts, terracotta 
sketch-models, and a large 
number of drawings including 
designs for the opera at 
Versailles. The exhibition wiU 
travel to New York; to 
Jan 19 

OPERA 

Opera National de Paris, Opera 
Bastille Tel: 33-1-44731300 

• Nabucco: by Verdi. 

Conducted by Pinchas Steinberg 
in a staging by Robert Careen; 
Nov 10. 13 

• Turandot by Pucdni. New 
production by Francesca 
Zambello. Conducted by Pablo 
Lulsf. With choreography by 
Alphonse Poulin and designs by 
Alison Chltty; Nov 12 

Th6Stre des Champs Elys6es 
Tel: 33-1-4952 5050 

• Boris Godunov: by 
Mussorgsky. Performed by St 
Petersburg's Marinsky Theatre, 
conducted by Valery Gergiev, 

Nov 10, 11. 12, 15 

• Les Fiangaiites au Couvent 
by Prokofiev. Performed by fhe 
Marinsky Theatre of St 
Petersburg, and conducted by 


■ WASHINGTON 

OPERA 

The Washington Opera, 
Kennedy Center 
Tel: 1-202-418 7800 

• Pag feed: by Leoncavallo. 

This new Franco Zeffirelli 
production opened the season 
on Saturday, conducted by 
Leonard Station; Nov 13 

• Romeo et Juliette: by 
Gounod. New production, 
directed by Giancarlo del 
Monaco and conducted by 
Bertrand de Billy. First 
performance on Nov 12 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

07 JXh FT Business Morning 
lOJXk European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08£0: Squawk Box 
1QJOQ: European Money Wheel 
18DQ: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Personal View • Dominique Moiisi 


A darker shade of grey 


The trial of 
Maurice Papon is 
also an inquiry 
into France's 
Vichy regime 


For nearly 50 
M.-Jj years, Fran- 
co-German 
reconcilia- 
. tion, which 

lies at the 
heart of the process of Euro- 
pean unification, was based 
not only on a delicate bal- 
ance or power between 
France and Germany, but 
also implicitly on a clear-cut 
division of history. Ger- 
many's past was black, 
France's was white. If Ger- 
many's Nazi past has 
remained inescapably dark. 
France's past is “greying”. 

Until the early 1970s, and 
Robert Paxton’s book on 
Vichy France, the French 
had lived happily under the 
myth constructed by De 
Gaulle that they had all 
resisted Germany during 
the second world war. De 
Gaulle's message could be 
s umme d np thus: “You were 
great, because I - de Gaulle 
- was so." 

The trial of Maurice 
Papon is in part about the 
destruction of the mythol- 
ogy created by De Gaulle. In 
legal terms, it is about the 
individual and institutional 
responsibilities of a man 
who was secretary-general 
or the Prefecture of Bor- 
deaux. Was Mr Papon per- 
sonally responsible for the 
deportation of 1,500 Jews? 
What were his real powers? 

But in reality the defen- 
dant is not so much Mr 
Papon as the Vichy regime 
and those who saved it in 
the name of continuity of 
the state. And because 
European integration is 
based partially on historical 
lessons, the outcome of the 
trial will affect Europe too. 

The Papon trial Is a les- 
son in history and civil edu- 
cation by a co unt ry examin- 
ing its past for the benefit of 
future generations. The 
risks of confusion are enor- 
mous and are in direct pro- 
portion to the difficulty of 
reconstructing Hie condi- 


tions affecting a defeated, 
deeply divided country 55 
years ago. indeed, the risks 
are too big for many of 
those who woe in the resis- 
tance at the time: they are 
against a trial that they 
think is coming too late. 
But for the relatives and 
children of those who died 
or survived the deportations 
(they are very few) the trial 
must go on 

What counts most in the 
long run is that a large 
majority of younger people 
are in favour of the triaL 
They want less to judge a 

man than to learn about 
their history. 

I belong to an intermedi- 
ary generation, those who 
were bom just after the 
war. But my family's his- 
tory during those tragic 
years encapsulated the com- 
plexity and ambiguity of the 
period. 1 can neither support 
de Gaulle's claims on behalf 
of the universal greatness of 
the French, nor subscribe to 
the opposite thesis that the 
majority of Frenchmen were 
sheer cowards or blatant 
anti-Semites. 

In April 1943 in Nice, 
which the Italian army had 
just left to be replaced by 
the German occupier, my 
father - who had been deco- 


rated with the military 
cross in 1939-1940 - was 
arrested by the Gestapo 
after having being 
denounced as a Jew by a 
Frenchman. He was cap- 
tured on the very day that 
my mother was taken into 
hiding in a convent in the 
south-west of France by a 
well-organised network. My 
father miraculously sur- 
vived IS months of Ausch- 
witz and was able in 1995 to 
celebrate the 50th anniver- 
sary of his liberation. 

The majority of French- 
men were neither villains 
nor heroes. They simply 
tried to survive, some with 
more dignity than others, 
most simply failing to con- 
front. or hiding from, the 
unpleasant realities. 

The Papon trial Is proba- 
bly less about the banality 
of evil than about the nor- 
mality of “greyness". 
Papon's shade of grey was 
of course of a darker nature 
than that of many, what- 
ever his late “participation” 
in the resistance. He was 
encouraged by a system of 
collaboration and an ambi- 
tious, amoral personality. 

Collaboration bestowed a 
false claim of sovereignty 
and independence upon the 
state. It meant in reality 
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Maurice Papon: an ambitious, amoral personality. 



The author is deputy dine- , 
tor of the Paris-based Instir \ 
tut Francois des Relations 
Internationales \ 
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First National Building Society 
Guernsey Limited is a subsidiary 
of First National Building Society, 
which was founded in 1861 and is 
one of the longest established 
building societies in the United 
Kingdom and Ireland. 


ACCOUNT FEATURES 


Consider the benefits of a First 
National 30 Day Notice Postal 
Account. 


Highly competitive interest rates. 
Earn up to 7.50% gross pa. 
Minimum balance £10,000. 

Choice of interest payment options. 
Operate your account by telephone, 
post or facsimile. 

Access to your savings with just 30 
days notice. 


Your money will grow faster 
thanks to highly competitive 
interest rates and a favourable 
tax climate (your interest will be 
paid gross without deduction of 
withholding tax). And you will 
enjoy the convenience and 
confidentiality of postal banking. 


LOOK AT THE RETURN 


Balance 

Annual 
% Gross 

Monthly Interest 
% Gross 

Monthly Interest 
% Grass CAR 

£291000 + 

730% 

7 m 

750% 

£100000+ 

7.40% 

7.16% 

7.46% 
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725% 

7.02% 

725% 

£25j)00 + 

655% 

6J4% 

EL95% 

£10000 + 

£B5% 

Gj64% 

6L85% 


Information hotline: 


0800 004567 

CALLS ARE FREE Linas open Monday to Friday 9.00a.m. to S.OOp.m. 

I 


First National 


Building Society Guernsey Limited 


Fbst National Buading Society Guernsey Limited. 

RO. Box 4S8, St, Peter Port. Guernsey, Channel islands, GY1 6AE 
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giving in to the wishes of 
the Nazi occupiers. 

Papon could have 
resigned. He could have 
placed himself in “internal 
exDe" without much risk to 
his life, as a significant 
number of senior civil ser- 
vants did. He chose instead 
to pursue his career and to 
promote his ambitions- That 
he made the wrong choice is 
obvious now. One does not 
compromise with evfi. Mau- 
rice Papon repeated his 
dubious feats when as 
police prefect of Paris he 
brutally rounded up Alge- 
rian nationalists, leading 
probably to the death of 

more than 200 in 1961. 

Papon is the antithesis of 
Oscar Schindler, the hero 
whose life was popularised 
by Steven Spielberg's film, 
Schindler’s List Schindler, a 
dubious character to say the 
least, whose life was full of 
failure, went out of his way 
to save the lives of Jews. 
Maurice Papon, whose pro- 
fessional life was a series of 
successes, sacrificed lives 
with the stroke of a pen. in 
the name of administrative 
imperatives and for per- 
sonal ambition. Both men 
made a difference. Schindler 
for the better, Papon far the 
worse. 

The lesson of the Papon 
trial may be that countries, 
like individuals, cannot bide 
family secrets under the 
carpet without long-terms 
risks to themselves. The 
past, however disturbing, 
has to be confronted. 

Hie real mystery is that 
France had to wait for so 
many years to judge Mau- 
rice Papon. The US felt bet- 
ter for having dealt openly 
and rapidly with the Viet- 
nam war. compared with 
the French who are still 
grappling with the reality of 
Vichy, not to mention the 
Algerian war of indepen- 
dence between 1964 and 
1962. And it Is an irony of 
history that Papon's ambig- 
uous itinerary should have 
crossed both. A grey figure 
for a grey past. 


A test for Emu must take account 


of cultures 


From Mr Anthony dork. 

Sir. The Emu test of Dun- 
can Johns (Letters, Novem- 
ber 4) concentrates exclu- 
sively on market functions, 
as though the whole of the 
European Union area were 
culturally and geographi- 
cally uniform. Mr Johns is 
not concerned with national 
variations in political and - 
mercantile culture, nor with 
problems of democratic legit- 
imacy. As lorry drivers 
know, France - geographi- 
cally the lynchpin of the EU 
- Is not interchangeable 


with isl an d Britain; and the 

French, when considering 
the role of law on the public 
highway, deal in a different 
cola. The language of New 
Labour is gibberish to Lionel 
Jospin. 

The operation of economic 
and monetary union will 
depend on a diversity of soci- 
eties nnf i cultures. Lacking a 
European demos, the EU 
tafa»s most of its decisions 
behind closed doors. I pro- 
pose the following test 
L Will Emu produce the eco- 
nomic and monetary condi- 


tions appropriate to each of 

the member states? (Who 

will be the judge of what is 
appropriate?) 

JL WflJ ft Increase transpar- 
ency and accountability in 
thw operation of economic 
and monetary policy- 
jnakzng? 

3. Taken together with the 
other EU regimes that gov- 
ern (or will go von) w ages , 
labour, property, investment 
^nd taxation, will Emu 
increase the citizen’s sense 
■of having a say in the con- 
duct of his/her own affairs? 


4. Will it improve the ability 
of £D citizens to remove by - 


who regulate the economic 
and monetary processes, 
whenever such regulator 

are deemed to be fncompe- 

tent or unjust? 
ff the answer to an four 

questions is clearly “yes", 
let’s stop theorising and get 
on with it 


Anthony Clark, 

61 Cross Oak Road, 
Berfchamsted. 
Herts HP4SHZ 


Gripped by hysteria over Asian Tigers 


From C Alexander Brown. 

Sir, You report that Asea 
Brown Boverl Is going to fire 
thousands of engineers and 

other professionals in 
Europe and move significant 
parts of its operation to 
Asian countries becauseits 
executives believe this will 
make the company more 
competitive (“When capital 
collides with labour". Octo- 
ber 24). This is dismaying in 
the extreme. 

It is an act that the found- 
ers of the engineering com- 
panies amalgamat ed over 
many decades to create ABB 
would not agree with. A cer- 
tain hysteria has gripped the 
executives of some European 
and North American corpo- 
rations as they contemplate 
Ada and its possibilities, 


p ro mptin g them to hasty 
and ill -considered actions. 

Recent events demonstrat- 
ing the true economic fragil- 
ity of the so-called Asian 
Tigers should have provided 
a salutary lesson on the fllo- 
gfo of touting as solid, appar- 
ent prosperity built an the 
foundations of a pauperised 
and neglected peasantry 
numbering in the mini mi s, 
cheap labour, corruption, 
excessive expenditure on 
ostentatious luxury goods 
and the building of monu- 
mental edifices, among 
which shopping malls are 
over-represented. 

It is to be hoped that the 
current executives of ABB 
will reconsider their deci- 
sion, but in the event they 
do not. I urge the engineers. 


the computer expats and 
the other highly skilled pro- 
fessionals soon to be fired to 
come together and co-opera- 
tively create a n ew engi neer- 
ing tym pany in Europe. 

The world has need of 
their skills, their knowledge. 

their experience and their 

devotion to excellence. It is 
on these human assets that 
Asea Brown Boveri was 
built, and . thr ough which it 
attained its eminence. 

I am sure that, working 
tog ether, they could create a 
new and substantial com- 
pany every bit as outstand- 
ing as ABB. 


No incentive to 
start planning 


From Mr Leo Martin. 

Sir, Keith Richardson 
(Letters, October30)sug- 


G Alexander Brown, 
2677 Southdown Court, 
Ottawa, 

Ontario, Canada 


Foreign companies’ strong Czech presence 


From Mr Jan Amos Haoelka. 

Sir, To say that “most 
international companies 
retain a modest presence in 
the Czech Republic, if any at 
all" (Survey, European Busi- 
ness Locations, November 5) 

is simply wrong. 

Around 20 multinationals 
have multiple Czech manu- 
facturing plants, notably Sie- 
mens, ABB and Robert 
Bosch. AVX, a subsidiary of 
Kyocera, produces nearly 
one-third of the world's tan- 


talran chip capacitors at its 
two Czech plants. 

A recent survey found 
more than 600 manufactur- 
ing foreign-backed firms 
employing more than 200,000 
people and producing an 
estimated 40-50 per cent of 
all Czech exports of manu- 
factured goods. It showed 
that 21 per cent do signifi- 
cant research and develop- 
ment, 38 per cent are work- 
ing three daily shifts (thanks 
to our flexible labour laws 


and adaptable workforce), 
and 41 per cent are hiring. 

Modest? The role of for- 
eign direct investment in the 
Czech Republic is increas- 
ingly visible and, with new 
re-investment, rapidly grow- 
ing. 


Jan Amos Havdka, 
chief executive, 
CzecMnvest, 
Pohtickych vezzm 20, 
112 49 Praha 1, 

Czech Republic 


should “start planning now" 
op the assumption that the 
UK could join economic and 
monetary union in 2000 or 
2001. However, UK oompa- 
I nies have no new evidence - 
to make them want to plan. 
The chancellor's statement 
leaves them with as much 
uncertainty as before. 

Worse still, by bufltfing 
speculation that the UK may 
try to squeeze in an e l e cti o n 
and re fe rendum before euro 
notes and coins are intro- 
duced leaves the UK with a 
dangerous scenario: not pre- 
paring now, then trying to 
prepare in a rush in late 
2001. Our experience of plan- 
ning for the euro suggests 
that this type of timetable 
will leave UK businesses 
woeftilly underprepared. 

The most helpful action 
would be to set out an out- 
line timetable far UK mem- 
bership. This should make a 
dear commitment to a tran- 
sition period that wfQ give 
UK businesses time to pre- 
pare adequately. 


Leo Martin, 
senior manager, 
KPMG. 

1 Canada Square, 
London EU SAG. 



Philip Stephens 


Hague’s cul de sac 


Conservative delusions persist of an a la carte Europe in 
which the UK can take the economics and leave the politics 


On Wednesday Britain's 
House of Commons debates 
the European Union's 
Amsterdam treaty. It is a 
flawed but innocuous docu- 
ment. Tony Blau's huge par- 
liamentary majority assures 
ratification, denying observ- 
ers the blood spilled during 
the raucous passage of the 
Maastricht Act Yet this oth- 
erwise inconsequential vote 
wifi cone to be seen as a 
watershed in the nation's 
politics. 

It will mark the moment 
when the Conservatives, the 
party which took Britain 
into Europe, set off on the 
coarse which wBl lead ine- 
luctably to advocacy of with- 
drawal. Hostility to the sin- 
gle currency will finally 
merge with deep antagonism 
towards the essential politi- 
cal purpose of the EU. Wil- 
liam Hague, the Conserva- 
tive leader, may not admit as' 
much, but the choice before 
the voters at the next elec- 
tion will thus be in or out 

Amsterdam is catalyst 
rather than cause. The 
agreement signed by Mr 
Blair in the Dutch capital 
last June may be many 
things, but a le ap towards 
federalism it certainty is not 
In the words of Kenneth 
Clarke, the former chancel- 
lor, it is “a fair old mouse of 
a treaty”. 

Others in Europe took 
much the same view. Those 
who march under the stan- 
dard of federalism were dis- 
mayed. As Lamberto Dini, 
t>«» Italian foreign minister, 
remarked "The long night of 
Amsterdam closed on a note 
of bitter disappointment”. 

The treaty provides for a 
modest extension of majority 
voting in the council of min- 
isters . The European Parlia- 
ment in Strabourg gets a 
smidgen more authority. 
Others (Britain is exempt) 
will be able to advance 
towards their goal of a conti- 
nent without frontiers. Mr 
Blair meanwhile added his 
name to the soda) chapter. 

Compare the finished 
product with John Major’s 
Maastricht or with the Sin- 
gle European Act bearing 
Margaret Thatcher’s signa- 
ture, and Mr Clarke's 
description looks like an 
overstatement. As for the 


social chapter, the great 
satan of Tory mythology, 
there is no longer any appe- 
tite in the capitals of Europe 
for the Delurean social engi- 
neering which was Its raison 
d'etre. 

Yet it is here that Mr 
Hague has chosen to make 
his stand. Giddy with 
self-confidence after the 
imposition on his shadow 
cabinet of a 10-year morato- 
rium on consideration of 
sterling’s participation In 
economic and monetary 
uninn, he h as decreed that 
the battered remnants of his 
party in parliament must be 
whipped into opposing the 
treaty. Initially, Mr Hague 
demanded a referendum. 
The nation yawned, so the 
proposal was quietly 
dropped. But the Tory leader 
is determined to hold the 
union flag aloft in the Com- 
mons at least . 

This is a decision of 
moment For all the agonies' 
and infighting which Europe 
has bestowed upon Conser- 
vatives since Edward Heath 
signed the treaty of acces- 
sion in 1972, it has never 
before voted against a 
treaty. No. No, No, has 
always, at the last metamor- 
phosed into a reluctant Yes. 
The then Mrs Thatcher ele- 
vated such diplomatic 
swerves into art form. The 
Conservatives’ party-of-Eu- 
rope mantle may have 
looked threadbare at times, 
but it has never before been 
entirely discarded. 

Mr Hague's cites the social 
chapter, the extension of 
majority voting and an 


He has decreed 
that the battered 
remnants of his 
party in 

parliament must 
be whipped into 
opposing the 
Amsterdam 
treaty 




alleged erosion of the 
national veto as ample cause 
for this break with the past 
With a paranoia worthy of 
the late Sir James Goldsmith 
some of his colleagues 
declare that even a treaty 
provision for minimum stan- 
dards of democracy and 
human rights represents a 
fiendish assault on the 
nation state. Governments 
flouting such standards 
could, in extr emis, see their 
voting rights withdrawn - 
the danse was designed with 
some of the applicants from 
the former Soviet bloc in 
mind. But Michael Howard, 
the shadow foreign secre- 
tary, tells us It is a conspir- 
acy to rob Britain of its veto. 

Most of this is disingenu- 
ous. The more important 
purpose of Mr Hague's deci- 
sion has not been widely 
advertised. It maps out a 
route which ends in a delib- 
erate cul de sac. If they 
appose Amsterdam now, the 
Conservatives will be com- 
mitted to the treaty’s renego- 
tiation. And, as one of the 
leader’s confidants volun- 
teers: "It is not just Amster- 
dam - we want to reopen aU 
of the treaties". 

Mr Howard understands 
this well He called for as 
much after the election, 
hypothesing that Britain 
could disengage from all but 
the stogie market And even 
in that sphere, the European 
Court of Justice would have 
to have its supranational 
wings dipped- 

It is a dream widely shared 
by those who now surround 
Mr Hague, implicit too in the 
stance of Peter Lffley, his 
shadow chancellor, and John 
Redwood, the shadow trade 
secretary. And it fa one 
entirely unacceptable to the 
rest of the EU. Europe A la 
carte is not an option. Nor, 
as Harold MacMillan, the 
former Conservative prime 
minister, discovered 40 years 
ago, is a free trade area 
allowing Britain to dine with 
its partners without paying 
a fair share of the bllL In 
Europe, politics cannot be 
disentangled from econom- 
ics. 

Whether Mr Hague fully 
appreciates this is a matter 
of dispute. Those he defeated 
for the leadership like to 


think they are pulling the 
strings. Others say he sim- 
ply lacks experience in the 
job. At 36 he has not had 
much time to develop strate- 
gic views. But the suicidal 
gusto with which Mr Hague 
has set about attacking his 
party's natural allies in the 
business community over 
their support for Emu sug- 
gests he is as much a sceptic 
as any of them. 

Either way he is a leader 
without a sense of history. 
The last time one of the 
main parties called for with- 
drawal was in the early 
1980s when Michael Foot led 
a Labour party in thrall to 
its anti-European extremists. 
Labour learned the hard way 
that the nation may not be 
much food of Europe, but it 
understands that it cannot 
detach itself. 

Nothing has changed. The 
Labour left wanted so cialism 
in one country. The Tory 
right yearns for little 
England. The effect wUJ be 
the same. Each vote Mr 
Hague buys back from Gold- 
smith's Refere ndum party 
will be at the price of 
another given up in the mid- 
dle ground, where elections 
are won and lost Mr Wa g in g 
it seems, wants a decade in 
opposition. 

The dwindling band of 
Tory pro-Europeans at West- 
minster, led by Michael 
Heseltine and Mr Clarke, 
understand this as well as 
did the moderates who broke 
away from Mr Foot’s party 
to form the short-lived SDP. 
Messrs Heseltine and Clarke, 
though, say they intend to 
stay to fight for the Euro- 
pean cause from within 
ranks of Conservatism. 

Yet for all their willing- 
ness to oppose Mr Hague on 
the single currency, they 
have been reluctant to defy 

him Ofl Amster dam. Only Sir 
Edward has publicly repudi- 
ated the leader's stance. So 
history repeats itself. 
Britain’s Conservatives are 
left facing another Black 
Wednesday. The first, when 
sterling was ejected from the 
European exchange rate 
mechanism in September 
1992, destroyed Mr Major's 
government. The second, 
this week, will finish off Mr . 
Hague’s opposition. 
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a trois 


Tony Blair’s more positive 
attitude towards Europe has 
brought Its first reward. France 
has concurred with Germany 
that Britain should have one of 
the six prised seats on the 
future European Central Bank's 
executive, if and when it adopts 
the single currency. 

No wonder Mr Blair beamed 
more widely than usual at Fri- 
day's Fran co- British summit He 
says he wants to make Britain 
“a dominant player” in Europe. 
The early signs are that the 
European Union’s two major 
powers are ready to accommo- 
date that ambition. Not since 
the late 1970s, when Germany 
and France despaired at 
Britain’s refusal to join the 
European Monetary System, has 
there been so good a prospect of 
the three co-operating. 

Yet Messrs Blair, Chirac and 
Kohl should be cautioned 
against excessive enthusiasm 
for any attempt to run the EU 
through a three-power direc- 
ioire. That might look superfi- 
cially attractive, but it is likely 
to be thoroughly divisive in the 
long-run. 

The Franco-German relation- 
ship is the product of a history 
of repeated invasion and occu- 
pation which Britain does not 
share. It is central to the philo- 
sophical basis of the EU, and 
accepted as such by the rest of 
the union, although still 
regarded with some suspicion. 

The equation was altered by 
the unification of Germany «nd 
by the prospect of monetary 


union, where Germany's greata* 
economic weight inevitably 
imposes Itself. This has strained 
the Franco-German alliance, 
with both casting around for 
new relationships that would 
balance, though hardly replace,, 
their historic pact. 

France is especially irked at 
having to make successive con- 
cessions to Germany on the 
shape of Emu, and Is now chan- ■ 
mug a last challenge by running 
its own candidate. Jean-Claude 
Tricbet, for the ECB presidency. 

There Is pressing business to ! 
be done & trois. The three conn- 
tries urgently need to mesh 
their fragmented defence and 
aerospace industries together to 
take on the American giants of 
Lockheed Martin, and Boeing. 
Bonn and London are more 
enthusiastic than Paris. 
Equally, decisions on Europe’s 
flrtnre peacekeeping rale in Bos- 
nia win effectively fan on the 
three countries. 

But an EU of 15 members and 
rising will no mare want to be 
run by three of its members 
than by two. Progress in the 
Union depends on the creation 
of a series of ad-hoc alliances. 
On occasion, those alliances 
may well divide Bonn and Paris: 
the EU would demonstrate its 
maturity if it learned that such 
divisions may he healthy. Mr 
Blair should not be seeking a 
"dominant” role in Europe, but 
a leading one. The EU can only 
work by coalition and 
consensus, not directorate and 
diktat 


EU enlargement 


Important decisions about the 
future enlargement of the Euro- 
pean Union are looming. If EU 
leaders get them wrong, there is 
a real danger that enlargement 
could create damag in g new divi- 
sions. 

Take the cases of Romania 
and Bulgaria. Senior leaders, of 
both countries complained at a 
weekend conference that the EU 
had left them in the cold. Both 
the union and Nato had 
excluded them from the likely 
“first wave" of enlargement. 
And the two countries bad been 
given little idea of how they 
might eventually join. 

Neither country will be in a 
position to join until years after 
the earliest eastern , entrants. 
Yet both have pinned a lot cm 
eventual membership, and both 
- after a wrenching transition - 
now have governments dedi- 
cated to market reform. 

The Union plans to invite all 
the countries It regards as can- 
didates to a conference next 
year to launch the enlargement 
process. The question is, what 
happens then? The most likely 
outcome is that EU leaders will 
back the European Commis- 
sion’s recommendation that 
detailed accession negotiations 
begin with Poland, the Czech 
Republic, Hungary. Slovenia, 
Estonia and Cyprus. 

At the same time, the EU 
must give the disappointed can- 
didates a clear road-map on how 
to catch up with the advance 


guard. The Commission is work- 
ing on plans far “accession part- 
nerships”, in effect contracts 
with the applicants. These 
would provide firumrifti assis- 
tance from the EU in return for 
candidates meeting the require- 
ments for membership. These 
plans, still incomplete, need 
urgently to be pot into practice. 

They could help allay the wor- 
ries expressed at the weekend 
by Romania's President Emil 
Constantinescu. The problem 
for his country and Bulgaria, he 
said, is that they do not under- 
stand on what criteria they are 
being excluded from the first 
wave. The suspicion is that the 
Commission has kept them out 
on political, not economic, 
grounds. 

The Commission would argue 
that its judgment is based on 
objective economic criteria, 
exhaustively set oat in the indi- 
vidual opinions on each of the 
candidates it published in mid- 
July. It must recognise, how- 
ever, the strength q(F feeling in 
countries such as Bulgaria and 
Romania where democratic 
forces are courageously trying 
to break with the past 

As Mr Constantinescu pro- 
poses, the EU should now guar- 
antee to undertake annual 
examinations of candidate coun- 
tries to see what progress they 
are making towards compliance. 
Simply to issue an invitation 
stamped “not yet” wiH not be 
enough. 


Indian currency 


India's central bank, the 
Reserve Bank of India, has a 
new boss, Bimal Jalan. The 
view he takes of the rupee could 
influence the country's progress 
in achieving its highest priority, 
faster economic growth. 

The Reserve Bank forecasts 
India’s growth this year at 6 per 
cent That is probably over-opti- 
mistic. Domestic investment is 
sharply lower than last year; 
exports are up only around 4 
per cent; and domestic demand 
is flat. With a population grow- 
ing 2 per cent a year, much 
stronger growth is needed if 
India is to tackle poverty. 

Mr Jalan's predecessor, C. 
Rangarajan, did much to 
improve the monetary environ- 
ment. Hie new credit policy, 
announced three weeks ago. 
Included a cut in banks' reserve 
requirements and in Interest 
rates, as well as a number of 
welcome liberalisation mea- 
‘ sums, such as the deregulation 
of deposit interest rates. 

But slow growth is too 
deep-seated to be solved by 
monetary policy. Serious struc- 
tural problems are stunting the 
country's undoubted potential. 
The fiscal deficit, at 5 per cent • 
of gross domestic product, is 
excessive. Government spend- 
ing priorities are distorted - 
spending on subsidies, for exam- 
ple. outweighs spending on edu- 
cation and health. The hanking 
sector is saddled with a huge 
stock of bad loans, leaving.it 


reluctant to take on new lend- 
ing. And Indian infrastructure 
remains inadequate, alter gov- 
ernment spending cuts to rein i 
in the fiscal deficit 

These problems are 
well-known. Reforms are hap - 1 
pening. but at a gradual pace. In 
the meantime, the Reserve 1 
Bank should continue with its 1 
programme of liberalisations, 
but should not expect monetary 
policy to perform any miracles. 

Exchange rate policy, though, 
could make a difference. In 
August this year, the Reserve 
Bank's deputy governor implied 
that the rupee might be overval- 
ued by 10 to' 15 per cent Since 
then, the currencies of south- 
east Asia have falle n further, 
and the Pakistani rupee has 
devalued by 9 per cent Whilst 
India's trade with these coun- 
tries is relatively small, they are 
some of Its main competitors in 
cheap, labour-intensive goods. A 
devaluation would be risky, and 
could introduce inflationary 
pressures. But these risks must 
be balanced against the disad- 
vantages in maintaining what is 
probably an overvalued 
exchange rate. 

A devaluation would not solve 
any of India's structural prob- 
lems. But it might at least pre- 
vent its export performance 
from deteriorating further, and 
could even prompt a modest 
export-led recovery. Mr Jalan 
should now use his influence to 
press for a review of policy. 


Jitters in Beijing 

China may not be able to remain aloof from the crisis in south-east 
Asia that it helped set in train, says James Harding 

ooner or later, it was 


S ooner or later, it was 
bound to come hank to 
China- Although Bei- 
jing has appeared to sit 
in splendid isolation as 
one Aslan economy after the 
other has succumbed to market 
turmoil, the devaluation virus 
from which they are all suffering 
can be traced back to China’s 
own doorstep. 

In January 1994, China effec- 
tively devalued by unifying its 
exchange rates ™ abolishing the 
managed rate of Yn5.7 to the dol- 
lar and adopting the prevailing 
swap market rate of about YnS.7. 
This aggressive devaluation came 
as a welcome boost to Chinese 
exporters, who were able to 
undercut rival manufacturers in 
south-east Asia. From this per- 
spective, Asia's recent financial 
turmoil looks like a belated 
correction. 

Having set in motion the chain 
reaction of competitive devalua- 
tions, the question now is 
. whether China’s own currency 
and economy will be dragged into 
crisis. 

China shows some of the symp- 
toms of its Asian neigh- 

bours. Like them, it has empty 
office blocks (evidence of an over- 
invested property market); state 
banks on the brink of insolvency; 
rising stocks of unwanted manu- 
factured goods; and signs of the 
corruption that has damaged 
other regional economies. 

Nevertheless. China looks 
unlikely to succumb to the specu- 
lators. The Chinese currency, the 
yuan, is not yet convertible on 
the capital account Foreign capi- 
tal tends to flow in in the farm of 
long-term fixed investments, 
rather than the “hot money” that 
has destabilised countries such 
as Thailand. 

But Asia's turmoil has alarmed 
B eij ing. "Looking back on Chi- 
na's attitude to the crisis in 
Mexico [in 1995], that was treated 
as a far-away issue that had little 
to do with us,” says Zhang Shu- 
guang, professor of economics at 
the Chinese Academy of Social 
Sciences, a government think- 
tank. “But the Asian crisis has 
brought thing s much closer to 
home. It has had a huge effect on 
the thinking of C hina 's leader 

ship." 

Asia's fipanrigT tremors are 
already reverberating in China, 
putting new pressures on the 
yuan, threatening to delay Ml 
c ur rency convertibility and dim- 
ming the prospects for the boom- 
ing export sector that has driven 
growth. 

The regional crisis has 
prompted recognition in China of 
the country’s role and responsi- 
bility within the global economy. 
For the first time, China has par- 
ticipated in a regional bailout, 
committing $lbn to the IMF-led 
fund to support the Thai baht. 

Instability in south-east Asia, 
which competes with Chinese 
exporters and serves as a (fairly 
small) market for their goods, 
has shown China it “has a sub- 
stantial interest hi economic sta- 
bility in neighbouring countries", 
says one International economist 
After Asia's aggressive devalu- 
ations, the stability of the yuan Is 
again a big challenge for Zhu 
Rongji, the vice-premier in 
charge of the economy who over- 
saw the 1994 devaluation. “The 
devaluation of south-east Aslan 
currencies puts China In an awk- 
ward position,” says Wu Jing li an. 
one of China’s leading econo- 
mists affiliated to the State Conn- 
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cil's policy unit. “On the one 
hand, oar exporters face a situa- 
tion where we may lose our com- 
petitive advantage because their 
currencies have depredated. On 
the other, the yuan faces upward 
pressure in the market We are in 
a dilemma. " 

Before the assaults on the baht, 
the Malaysian ringgit the Indo- 
nesian rupiah and - most 
recently and most unnervingly - 
the Hong Kong dollar, many for- 
eign exchange traders had been 
predicting a modest appreciation 
of the yuan. 

"Perhaps the Chinese govern- 
ment went a little too far when it 
devalued [in 1994]," says Prof 
fth»"g “On a purchasing power 
parity basis, there should be 
some appreciation. The exchange 
rate should sit at Ynl A to the 
dollar, rather than YnBA.” (Chi- 
na’s exchange rate is managed by 
the People's Bank of China, the 
central bank, in a narrow band 
around Y n&3 to the dollar.) 

Recent economic data suggest 
the forces for an upward revalua- 
tion persist: China recorded a 
trade surplus of $31bn in the first 
nine months of this year, as 
exports rose by 24 per cent while 
imports grew by only 2.5 per 
cent Foreign exchange reserves 
have swollen to $134bn. 

But in the aftermath of Asia's 
currency crises, the arithmetic 
has changed. “There may not be 
a lot of pressure for it in the 
economy as a whole, but most 
businessmen on the street want a 
devaluation," says one econo- 
mist “That makes the prospects 
for an appreciation look much 
less likely than it did a few weeks 
ago," says the economist 

The extent to which China’s 
exporters may lose out to 
cheaper goods produced by rival 
manufacturers elsewhere in Asia 
depends on two things: the 


amount by which China's com- 
petitiveness has been eroded by 
Asia's devalued currencies; and 
the extent to which China's 
export sector mirrors regional 
production. 

The value of the yuan against 
the currencies of post-devalua- 
tion Thailand, Malaysia, the Phi- 
lippines and Indonesia, may be 
cause for concern. The competi- 
tive advantage earned through 
China’s devaluation in 1994 
appears to have been eradicated 
by recent Asian devaluations. 

Following the readjustments, 
the baht, for example, has been 
trading at around BtA.7 to the 
yuan - more competitive than it 
was before China's 1994 devalua- 
tion. If Inflation is taken Into 
account, it looks even worse for 
China’s exporters: the real 
exchange rate of the baht against 
the yuan is 36 per cent lower 
than in 1993. 


T his will hit some man- 
ufacturers more than 
others. Many of Chi- 
na's export industries 
are lower on the val- 
ue-added ladder than the high- 
tech manufacturers of south-east 
Asia. But textiles, light manufac- 
turing and electronics may be hit 
hard. The overlap between export 
economies has increased in the 
past few years, says Prof Wu. 
"Today we have quite a similar 
export profile to our east-Asian 
friends." 

Forecasts for China's economic 
performance and a weakening 
balance of payments over the 
next few years suggest there may 
actually be pressure for a depre- 
dation in the medium term. K.C. 
Kwok, chief economist at Stan- 
dard Chartered Bank in Hong 
Kong, expects the yuan to be 
around Yn8.4 to the dollar by the 
end of 1998. 


Given Beijing’s preoccupation 
with stability, most economists 
weigh the upward and downward 
pressures and conclude that the 
government would rather do 
nothing to the exchange rate, at 
least for now. Analysts have 
inferred from the recent cut in 
interest rates and new rules 
allowing companies to retain a 
portion of their foreign exchange 
earnings - both measures likely 
to relieve pressure for an appreci- 
ation - that Beijing’s preferred 
policy is to hold steady. 

On the question of currency 
convertibility, a “do nothing" 
approach from China would 
cause observers more concern. 
Beijing may be more wary about 
relaxing foreign exchange con- 
trols after witnessing the impo- 
tence of neighbouring economies 
in the face of capital flight 

Currency convertibility has 
been "kicked into the long 
grass”, says one western diplo- 
mat The central bank is more 
prosaic, but confirms that the 
once-mooted timetable of full cur- 
rency convertibility by the end of 
the century is now out of the 
question. 

“The authorities are studying 
this issue, but before 2000 we can- 
not achieve full liberalisation. We 
will take a step-by-step 
approach," says Zheng Wufu, 
international economist at the 
central bank. 

Caution over currency convert- 
ibility is underpinned by 
concerns about the state banking 
sector. With non-performing 
loans estimated as high as $200bn 
- more than a fifth of all out- 
standing assets - China's state 
banks axe technically insolvent 
"Everyone is much more wary 
now," says one official. “What 
Thailand taught us is that you 
cannot open up to foreign capital 
until you have sorted out finan- 
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in trouble 

■ Hungary’s opposition' is 
footing qmte'ehirpF, having tEed 
the courts to force the 
government to change a - 
• re f erendum question cm the 
vexed issue of £um land 
ownership. 

At. preseift, only Hungarian 
- citizens have title to arable. land; 
even companies and- . 
co-operatives - and especially 

exploitative foreigners -are . 
ruled bhL But with the 


bulldozing through its own, 
badly warded and confusing 
question, the opposition set 
about collecting the number of 
signatures required to mount a 
legal challenge and to get their 
own question accepted. . . 

Joy of joys, the constitutional 
courts have comedown in 
. favour of the opposition petition 
because it had been completed 
before parliamentary approval of 
the government question. 

But-the first flush of success is 
sow overshadowed by increasing 
doubts about the wording of the 
triumphant land ownership 
question. Sometime in the next 
few manths'fhe Hungarian 
public will be asked: “Do you 
agree that in Hungary, the 
acquisition of enable land should 
not be permissible fora 
foreigner, either as an individual 


.or through organisations - as a ' 
member or owner of it Indirectly 
- or for the organisation itself " 
That should have rural Magyars 
queuing up on a bitterly cold 
Sunday morning. - 


Speak up 

■MSis all Holiness Bartholomew 
1, leader of the Greek Orthodox 
Church, declared over the 

weekend that polluting: air, 

water and land is a sin. 

There to. bear him warn of the 
legacy of “human 
contamination” was US Interior 
Secretary Bruce Babbitt, who 
I gfidod the church leader’s 
proclamation. “This is truly a- • 
historic, 'momentous day. I. 
believe this message trill be seal 
as one of the great seminal, 
important statements of our 
time." And where, exactly, did 
the Patriarch weigh into 
“’materialistic tyrants driven by 
greeds Santa Barbara, 
California. Talk about preaching 

to file unconverted. 


Good deed 

■ Sotheby’s auction house in. 
London reckons it might raise 
around 8500,000 for a few dusty 
old deeds of conveyance coming 
up for sale next month. They , 
make look pretty worthless. . 
until you spot the name William 
Shakespeare among the small - 


but stylish print. 

In 1602 the aspiring Stratford 
lad was doing nicely out of his 
career as a dramatist and 
theatre owner; so much so he 
invested £320 in land in his 
home town. The relevant deed - 
for 107 acres - is being sold by 
the Earl of Warwick, who's well 
practised In selling off family 
heirlooms. 

Sotheby’s says there are only 
twelve other known documents 
which make reference to the 
prolific playwright. So the magic 
of owning something that 
Shakespeare might actually 
have touched should attract big 
guns to the saleroom on 

December U, A cool $500,000 

seems reasonable enough; but 
whet on earth must 107 acres in 
the heart.af Shakespeare 
country be worth nowadays? 


Wheely busy 

■ Hanoi, the Vietnamese capital 
known for its leafy boulevards 
and cydo-riefcsbaws. is bracing 
Itself for an onslaught of foreign 
visitors the likes of which it has 
never seen. 

On Friday, thousands of 
delegates and heads of state 
from the Francophonie, the 
group of 49 largely 
French-speaking nations, are to 
descend for a two-day summit 
attended by French president 
Jacques Chirac- The result is 
days of preparatory chaos In the 


former French colony which Is 
fasc inating and frustrating the 
locals. 

Streets have been cordoned off 
without warning as VIP 
limousines and their motorbike 
outriders go through their paces. 
Some of the limos have already 
collided with each other and 
final rehearsals yesterday hit 
problems when some diplomats 
gracefully declined invitations to 
turn up and pretend to be 
national leaders. The opening 
ceremony is scheduled for a vast 
concrete and glass building with 
absolutely no French 
connection. The place was 
erected as a cultural palace by 
the former Soviet Union. 


Quick lift 


■ The revolving door that is 
Thai politics produced a few 
strange sights at the weekend. 
Forget the bizarre scene of two 
rival groups of politicians 
simultaneously declaring new 
governments live on national 
television - most heavyweights 
knew the wind was blowing 
towards new premier Chuan 
Leekpai On the second floor of 
parliament, a "technocrat" 
cabinet member appointed just 
two weeks ago was already 
losing bis job and returning to 
the private sector. His only 
regret? "My 11-year old daughter 
Is upset that we only got to use a 
police motorcade once." 


rial regulation and supervision." 

The challenges thrown up by 
Asian turmoil come at an awk- 
ward time for China. The rate of 
GDP growth has fallen to 9 per 
cent for the first nine months of 
1991, short of the government's 
target and below recorded growth 
of 9.7 per cent last year. With 
exports accounting for 23 per 
cent of GDP. economists are con- 
cerned about the impact of a 
potential slowdown in exports. 

Recent turmoil in Hong Kong 
may add to the economic drag. 
Contracted foreign investment 
has fallen by almost half this 
year. As nearly half the foreign 
investment comes through or 
from Hong Kong, economists in 
China are watching to see if 
investors may start shying away 
from projects in China. There is 
already evidence of tightening 
foreign credit. 

The challenges raised by Asia’s 
financial crisis are not China’s 
biggest But they add to a list of 
thorny problems. State-owned 
enterprises need to be reformed, 
and workers laid off from a 
streamlined state sector will need 
to be re-employed or provided for. 
Domestic demand growth, which 
has slowed worrying] y, must be 
resuscitated as it holds the prom- 
ise of China’s long-term economic 
expansion. 

These domestic problems 
alone, if left untackled, threaten 
to infect China's economy. A 
sense of urgency is all the more 
evident to Beijing after having 
witnessed the financial convul- 
sions of its Asian neighbours. 

South-east Asia's turmoil may 
"have little immediate impact" 
for Beijing- says one economist 
witb an international financial 
institution. “But people are very 
worried that something like this 
could happen to China in five 
years' time." 


100 years ago 

The Queen's Congratulations 
It is interesting to note that 
the extension of the railway 
to Bulawayo is considered at 
Court an event of sufficient 
importance to justify a cabled 
expression of congratulation 
from Her Majesty the Queen. 
The enthusiasm of the 
residents of the new township 
at this expression of Royal 
sympathy is natural enough. 
The benefit to them of railway 
communication is made 
evident by the statement at 
the recent meeting of the 
company owning the line that 
a ton of goods from Port 
Elizab eth can now be landed 
in Bulawayo for one-fifth of 
its former cost. This change is 
one that will benefit the 
mining companies as much as 

individuals. 

50 years ago 

Cost Of An Atmosphere 
Mr MLS. Shepherd, the 
Member for Bucklow, is to be 
congratulated on pressing 
home with his inquiries about 
the fantastic cost of Lord 
Nathan’s recent tour of 
Australasia and the Far East 
According to the 
Parliamentary Secretary to 
the Ministry of Civil Aviation, 
Lord Nathan's presence in 
those regions was necessary 
in order to “create an 
atmosphere for discussion.” 
The charter of a plane for this 
curious purpose cost the 
nation £20,116. 
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Nato chief calls for a 
permanent peace force 


By Andrew Qowera in Berlin 

Tbe International community 
should consider establishing a 
Permanent police farce to 
ratist In resolving crises such 
as the Bosnian conflict, Nato’s 
s «cretary general raid at the 
weekend. 

Javier Solana told a confer- 
ence in Berlin organised by 
Germany's Herbert Quandt 
Foundation and the FT that 
such a force - provided it were 
property equipped, well funded 
and available quickly - -would 
significantly raise our abilities 
of crisis management”. 

In particular, he said, it 
could usefully complement the 
work of international peace- 
keeping forces such as the 
Nato-led Stabilisation Force 
(Sfor) in Bosnia, and bolster 
efforts to restore civilian order 
after conflict. 

While Sfor has been success- 
ful so far in ending the Bos- 
nian lighting and demobilising 
armies, progress has been 
slower on the civilian front In 
consequence, many observers 
fear, the fragile peace tmposed 
by the US-sponsored Dayton 


Accord could easily shatter, 
should the international mili- 
tary presence be reduced. 

The Inte rnatio nal Police 
Task Force (IPTF) sent to com- 
plement the peacekeeping 
troops under the international 
community’s High Representa- 
tive in Bosnia, Carlos Westen- 
dorp, has insufficient man- 
power. equipment and political 
clout to impose its authority. 

Moreover, its mandate 
expires at the end of this year. 
Mr Solana’s suggestion of 
some kind of International 
gendarmerie, perhaps under 
the auspices of the United 
Nations, appears designed to 
open a debate on how U might 
be beefed up in the future. 

The US Pentagon has 
suggested upgrading the IPTF 
to assist Nato troops, but Euro- 
pean governments doubt 
whether the police force can be 
entrusted with sensitive mili- 
tary tasks. “Experience in Bos- 
nia has revealed a gap between 
the ability of Sfor to provide 
for a secure environment and 
the problems of domestic pol- 
ice forces in guaranteeing law 
and order locally under democ- 


ratic control," Mr Solana said. 
“Once the separation of fight- 
ers has been achieved, there 
are problems that are too diffi- 
cult for the IPTF to tackle and 
that are not appropriate for 
Nato." 

As possible examples, Nato 
officials cited control of rogue 
militias in Bosnia and opening 
transport routes or airports. 
Bosnia’s three airports have 
stayed closed since the end of 
the fighting, mainly because of 
wrangling between the three 
members of the newly estab- 
lished Bosnian presidency. 

“We can’t put up with this 
sort of thing.” said one official. 
“If the High Representative 
could have used his power to 
open the airports, the situation 
might have been different.” 

It is not clear haw Mr Solan- 
a’s proposal will go down with 
the western allies. But sugges- 
tions that the international 
community's role In Bosnia be 
extended or deepened could 
cause controversy in the US 
Congress, where opposition to 
an extension of Star's mandate 
beyond its expiry in June 1998 
is running high. 


Soft-pedalling gives striking 
French truckers an easy ride 

Government’s kid-glove approach may encourage 
employees in other sectors, writes Robert Graham 


French truckers, having ended 
their paralysing strike, have 
joined farmers and fishermen 
as groups whose disruptive 
protests seem to go un- 
punished by the authorities. 

As the last blockade disap- 
peared over the weekend after 
Friday’s outline pay deal, the 
Jospin government gave no 
hint of prosecuting those who 
had closed the country’s 
economic arteries for five 
days. 

The kid-glove approach to 
the striking drivers antagon- 
ised France's main European 
trading partners and drew 
rebukes from the European 
Commission In Brussels. But 
in terms of domestic politics 
the tactic paid dividends. 

The French public, begin- 
ning to fret at the prospect of 
petrol shortages, was able to 
enjoy the long Armistice week- 
end untroubled. The unions 
emerged from the confronta- 
tion satisfied they had wrung 
concessions. And while the 
employers gave ground on 


Immediate pay increases, the 
total 20 per cent rise over three 
years was almost the same as 
they expected. 

In return, the government 
offered a small fiscal break to 
help mainly smaller compa- 
nies. The overall disruption 
was limited because most sup- 
pliers and manufacturers bad 
anticipated a short stoppage. 

A crucial aspect of the con- 
frontation was the way both 
truckers and haulage compa- 
nies had prepared for a show- 
down. Although the govern- 
ment sought to head it off. 
once the truckers took to their 
blockade last Sunday, Lionel 
Jospin, the prime minister, felt 
it best to allow the strikers to 
let off steam. 

The government found itself 
in the uncomfortable position 
of inheriting a dispute In 
which the previous administra- 
tion of Alain Juppe come down 
on the drivers’ side. Mr Jospin, 
and more particularly Jean- 
Claude Gayssot, the Commu- 
nist transport minister, were 


reluctant to be seen as anti- 
union In their first test of 
industrial relations. 

The unions had warned that 
any serious intervention to 
remove barricades would be 
regarded as a “provocation”.. 
In the last strike 12 months 
ago the Juppe government had 
avoided removing roadblocks 
even though the economic 
damage then was greater. 

This time, the government 
did remove some roadblocks, 
notably an the Spanish fron- 
tier. But it was done unobtru- 
sively. retaining the trust of 
the union negotiators. 

The resolution of this strike 
may yet prove a pyrrhic vic- 
tory if other uniting see the 
government as a soft touch. 
The next test will be with pub- 
lic sector employees who last 
week began discussing a new 
pay deal - and first indications 
suggest they want considera- 
bly more than the provisions 
In the 1998 budget 

Paris bourse, Page 25 


CBOT set for clash with US regulator 


Continued from Page l 

floor surveillance and audit 
trail Information failed to meet 
standards. As a result, it pro- 
posed to restrict dual trading 
In active contract months. 

In the second ruling, the 


CFTC took the unusual step of 
ordering the CBOT to retain 
warehouse delivery locations 
in Toledo, Ohio, and St Louis, 
Missouri, for Its soyabean con- 
tracts. This seemingly arcane 
subject is significant because 
inadequate delivery arrange- 


ments could allow the con- 
tracts to be manipulated. 

The regulator Is not satisfied 
with tho CBOTs plan to move 
to delivery points along the Ill- 
inois River and tho CBOT has 
threatened legal action if the 
regulator enforces its views. 


S American 
nations in 
new drive 
to form 
trade pact 

By Raymond Cofltt on 
Margarita Wand, Venezuela 

The nine members of South 
America's two largest trade 
blocs, the Andean Pact and 
Mercosur, are to redouble 
their efforts to form a single 
free trade area. 

Foreign ministers, meeting 
on the sidelines of the two-day 
Ibero-American summit in 
Venezuela, yesterday pledged 
to Intensify negotiations to 
reach an agreement by the end 
of the year on the eventual 
formation of a free trade area. 

The four-nation Mercosur 
and the five-nation Andean 
Pact form a market erf 310m 
consumers with a Joint gross 
domestic product In e xcess of 
$l,200bn. Mercosur nations 
alone traded 3171m last year. 

Alvaro Samos Trigo, foreign 
minister of Uruguay, said: 
“We have set ourselves a dead- 
line of December 81 because 
several bilateral trade agree- 
ments between Mercosur and 
Andean Pact countries expire 
at the end of the year.” 

Mercosur is made up of Bra- 
zil, Argentina, Uruguay, and 
Paraguay, Andean Pact mem- 
bers are Venezuela, Colombia, 
Ecuador, Pern and Bolivia - 
which Is already associated 
with Mercosur. 

Brazil has Increased the 
pressure to reach a multi- 
lateral agreement b etw ee n the 
two trade blocs by saying it 
would not renew its bilateral 
preferential tariff accords 
with the Andean nations. 

“These [bilateral] treaties 
-dating from the 1980s are no 
longer adequate and need to 
be replaced with broader free 
trade agreements,” said Ltzfa 
Felipe Lamprela, Brazil’s 
foreign minister. 

There are several obstacles 
to reaching an accord this 
year. While Mercosur Is seek- 
ing a zero-tariff target of 15 
years for the “most sensitive 
products”, Andean Pact coun- 
tries are asking for 20 years. 

According to some analysts, 
Andean governments have the 
political will bnt are 
restrained by business sedan 
still struggling with tariff 
reductions of recent years. 

Both sides have presented 
lists of sensitive products, 
many agricultural, which 
negotiators admit need to be 
cat back. There Is also dis- 
agreement over local content 
requirements, which are 
intended to prohibit third 
countries from re-exporting to 
the customs union through 
member countries. 

• The 23 heads of state at the 
Ibero-Am eri can summit called 
on the UK and Argentina to 
renew talks over the Falkland 
islands. 

Argentina is seeking to put 
the Falkland* on the agenda 
of the visit of Arge n t in a Presi- 
dent Radi Menem to London 
next year. 


FT WEATHER GUIDE 


Europe today 

Scandinavia will have some rain in 
the south, heavy In places, Ming 
as snow m the north. The Low 
Countries. Germany, Austria, 
Switzerland and France wiU be 
windy with a mixture of sunshine 
and showers. Some of the showers 
will be heavy with the risk of 
thunder. Northern end centra! 
Portugal and north-west Spain win 
have further rain, tome heavy. 
Elsewhere in Spain and Portugal 
there wiB be a mix of sunshine and a 
few show e rs. 

hat/ wW have heavy showers with 
local thunder. 

Gre ece will be dry and warm with 
sunny spells. Eastern Europe will 
have « mix of rain end shower*. 

plvu-day forwent 

Only parte of eastern Europe and the 

eastern Mediterranean will stay 

settled with reasonable amounts of 
sunshine. The rest of Europe wffl 
have a further rrax of sunshine and 
showers. The showers wfil marge to 
longer spells of rain at tense, turning 
locally heavy with thunder. 
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Modem mandarins 


Look for evidence of France's 
changing corporate culture and 
E xhibi t A Is tho recant spate of hos- 
tile bids. Perhaps more gJ gnifWn r 
however, is Exhibit B; a new awt 
rather different generation at the 
top. Chairmen such as Philippe 
Jatfrfl (Elf Aquitaine), Claude 
B6h§ar (Axa-UAP), Jean-Marie Mes- 
sier (G6n6rale deg Eaux) and Serge 
Tchuruk (AIcatel-Alsthom) are 
undeniably a breath of fresh air. 

ft is sot so much that France’s 
mandarin class is losing its grip - 
products of the Ministers des 
Finances and Scale Nationals 
d’ Administration are still conapicu- 
onaly In evidence - mare that it Is 
learning to play by different rules. 
A typical nawgenaration chairman 
may have sprat time In the US. and 
will certainly have mastered the 
language of ab gro h f>1f ^ OT ' value. Nor 
is It just rhetoric. Sacred cows such 
as Alcatel's prestigious vineyard 
are genuinely being culled. 

But solid though all this is, there 
Is a danger that the patter now 
sounds so entrandngly robust that 
Investors forget that France still is 
different One reason is the coun- 
try's unemployment problem; cut- 
ting jobs is politically tricky and 
government pressure carries mare 
weight than In the US or UK. 
Another is that even new chairman 
care about prestige. And size still 
counts more than performance. The 
perfect example is the much-feted 
Mr Messier. For all his energetic 
reshuffling; what is GdndraZe des 
Eaux? Still a hugely diverse con- 
glomerate, with grand media ambi- 
tions that have an unnerving whiff 
of old-style empire-building about 

thnrn 

Investment banking 

Countless explanations have been 
put forward for the inability of the 
UK clearing banks Barclays and 
National Westminster to build truly 
successful investment hanking busi- 
nesses. But perhaps the most per- 
suasive came down to a failure to 
create a cohesive “culture" - a 
tricky-to-define sense that individ- 
ual bankers have a big enough 
stake in the business, and long-term 
commitment to It, for foe venture to 
fly. The classic problem with an 
investment bank Is that the best 
returns tend to be scooped by the 
employees. So there Is an obvious 
need to recreate some of the flavour 
at a partnership, without the man- 
agement mess such structures can 
sometimes create. 

Seen in this light, the UK clearing 


French equities 


FT/saP France rotattoe to FTZS*P World 
in common o u riw ncy t e rms . . 
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banks’ natural disadvantages are 
striking. For one thing, they 
attempted to-bufid up critical Timas 
at a speed bound to make culture- 
building iWfWmit For another, the 
vary presence of a large banking 
parent has downsides. It is not just 
that having a sugar daddy blunts 
the incentives to run the business 
tightly; mare Important, it also lim- 
its the extent to which remunera- 
tion structures can tie individuals’ 
interests to those of the business as 
a whole. Load an Investment 
banker with as many of the parent's 
share options as you like, it will not 
make him feel like a partner. 

Dividends 

Do dividends matter? In the UK, 
the question has been put to an 
interesting test by the abolition of 
the dividend tax credit As a result, 
the great bulk of investors shnniii 
now be indifferent between cash 
handed out and cash kept In the 
company, assuming It is sensibly 
reinvested. And purist though this 
argument sounds, over time it Is 
surely true that the aura surround- 
ing dividends win fade. To same 
extent it already has: dividend cuts 
no longer bring quite the old 
stigma. And a good thing too. Inves- 
tors shoot themselves to the foot if 
they ifonmiMi mull when a company 
could better invest ft. 

Nevertheless, many companies 
continue to care too thhpJ) about 
steady dividend growth. There is no 
reason why they should, to princi- 
ple, a rrmnpany thwilij first decide 
its capital structure, then how 
mnrfi cashflow it successfully 
rei n vest The dividend should just 
be the residual - as it effectively is 
for many US companies, which 
have eschewed dividends for spo- 
radic buybacks. 

Same object that dividends could 


swing -wildly from year to year. So 
what? If investors need a steady 
r?sb stream, they can always buy 
or sell shares. And provided compa- 
nies explain properly what is going 
an, there is no reason why investors 
should be unnerved. They should 
only care if the dividend decision 
tftTiq thfq n something about a com- 
pany's underlying cashflow or pros- 
pects they did not already know. 
And such situations, with compa- 
nies as mtoutaty analysed as they 
now are, should be pretty rare. 

UK institutions 

Pity Britain’s institutional inves- 
tors. To some critics, they are the 
villains of the piece, ruthlessly 
squeezing the imagination ont of 
todnsby to their hunger for cash. 
TO others, the worry Is the opposite; 
that institutions too often fell to 
keep companies on their toes, qui- 
etly sailing out rather than con- 
fronting underperforming manage- 
ment 

The reality is more banal. Much 
as companies and institutions moan, 
about the corporate governance 
"burden”, all the governance fuss 
over the past few years has done 
some good. Slowly but surely, com- 
munication between shareholders 
and companies has improved. And 
the benefits flow both ways: as com- 
panies prove more attentive to what 
their shareholders want, sharehold- 
ers in return are more likely to 
trust long-term investment argu- 
ments. Investors’ generally favoura- 
ble reception to Marks and Span- 
era's expansion plana is a good 
example. So Is their willingness to 
support, say, biotechnology or 
mobile phone stocks whose promise 
fa intrinsically longterm. 

Still, an audit of the relationship 
would show some significant defi- 
ciencies. One fa that things usually 
need to go embarrassingly wrong 
for shareholders to take robust 
action; more mundane cases of 
sleepy undramanagement are tack- 
led Ear less often. And shareholders 
can frequently be willing to wound 
but not to strike - whingetng off 
the record about, say, a doubtful 
acquisition but lacking the guts to 
vote it down. Institutions also hate 
disputes about top pay, tending to 
hide behind the argument that the 
cost - fa dk mMmis when the real 
fame fa that pampered executives 
lack proper incentives to perform. A 
certain very British reserve - chaps 
much preferring to avoid an awk- 
ward confrontation with each other 
— unmistakably remains. 
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Lease Plan provides a unique vehicle leasing and 
fleet management service. 

Like many of our competitors we only charge 
precisely what we quote. But unlike other vehicle 
leasing companies, we refund any savings we 
make. Last year alone, our customers benefited by 
more tbanM million. 

Wc believe It’s only fair that if the basis of the 
original calculations change, such aa maintenance, 
depreciation, or residual value, we either absorb 


any loss, or we refund customers any surplus. 

And youH know precisely what your fleet costs 
because all our calculations are visible and open 
to inspection. 

To find out more, about how Lease Flan can help 
you find your way around the vehicle leasing 
jungle, simply telephone or complete the 
information request below. 

0345 65 60 65 
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Catch the early bird. Swissair. Be in 
Zvridi by 9 a an., board a connecting 
flight before 10# and 

Beat 

even nonstops from London to Euro- 
pean destinations. We make it our 

business to assist you In yours, 
swssafr worfcfs most rofrerfwig eafee. 
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Descend from Canary Wharf and 
experience a real 


Peak. 


Week 46 


ID times a day Swissair takes you 
from Heathrow to the Alps. For a 
breathtaking view from above. And 
a breathtaking hike from below. 
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Vendome plans 
to expand Chloe 

Vendome, the Swiss 
luxury goods group, 
plans to invest up to 
$15m over the next 
year in expanding 
Chlo6, the Paris fashion 
house, following the 
appointment of Stella 
McCartney (left) as 
chief designer. Ms 
McCartney, 26, daugh- 
ter of pop star Sir Paul 
McCartney, joined 
Chloe this summer to succeed veteran designer 
Karl Lagerfeld. Her brief Is to modernise Chios's 
fashion collections and brand image. Page 28 

GLOBAL INVESTOR 
Liquidity boom may be over 

A global liquidity boom has been behind the 
long equity bull market, or at least that has 
been the common assumption. But that boom 
may be over, according to a report from Cross- 
border Capital, the Investment advisers. Page 24 

EMERGING MARKETS 

Baltic markets feeling the pinch 

The three Baltic states, the most reform-minded 
countries to emerge from the Soviet Union, have 
liked to compare themselves favourably with 
the “tiger” economies of south-east Asia. But 
the financial instability that has hit Asia this 
year has also shaken Baltic equities. Page 26 

INTERNATIONAL EQUITIES 
Hungarian investors take to Matav 

The initial public offering by Matav, Hungary's 
national telecommunications operator, looks set 
to be a big hit with local investors. Page 24 

CURRENCIES 

D-Mark eclipses dollar In world order 

For two years, the US 


Yen 

Against the D-mark (V par DM) 
62 
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dollar has been the 
strongest of the world's 
three main currencies, 
surging against the 
D-Mark and Japanese 
yen. thanks to the 
buoyant US economy. 
Now. t hing s are chang- 
ing. The dollar has 
been hit by the recent 
stock-market turmoil, 
the yen remains pinned 
■ down by Japan's stagnant economy and the 
D-Mark is looking the strangest in the new 
world order. Page 25 

MARKETS THIS WEEK 
. New York 

The outcome of the US Federal Reserve's meet- 
_ ing on Wednesday provides the main focus. 

Fears the Fed might raise interest rates were 
fuelled by data on Friday showing unemploy- 
ment at a 24-year low of 4.7 per cent Page 25 

.—Frankfurt 

The German bourse may find it hard to snap out 
jf its sharp downturn this week. Analysts said a 
further fall in the dollar against the D-Mark 
'ould drag the market lower. Page 25 

London 

The UK stock market, battered from east and 
jvest in recent weeks, will once again be 
casting a nervous eye overseas, particularly to 
?vents on Wall Street, Page 25 

Tokyo 

lapanese equity markets will he transfixed this 
veek over whether the country’s financial sec- 
or is beading for meltdown. Page 25 

FT GUIDE TO THE WEEK 
- full listings Page 36 

UN on a mission 
Two United Nations 
missions travel to 
Afghanistan to 
investigate the 
treatment of women in 
areas controlled by the 
ruling Taleban. One 
mission will be looking 
at whether women are 
ing denied adequate medical treatment under 
es on the segregation of the sexes, 
nabomber trial gets under way 
'he trial begins in California of Theodore 
Caczynski. suspect in the so-called Unabomber 
■ase. Mr Kaczynski is accused of killing three 
teople and injuring 23 during an 
mti -technology bombing campaign between 
978 and 1995. 
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Apple to unveil revival plan 

Switch to direct sales by internet expected 


By Louise Kehoe 
in San Francisco 

Apple -Computer, the strug- 
gling US personal computer 
company, is today set to 
announce new products and a 

plan to sell directly to custom- 
ers via the internet 

Steve Jobs, the Apple chair- 
man and ‘'interim.’’ chief 
executive, is expected to use 
the event in California to 
o ut l in e the future direction of 
the company. 

He may also clarify his 
future role at Apple. Although 
the company is continuing a 
search for a chief executive to 
replace Gil Amelio. who was 
forced to resign in July, there 


have been persistent rumours 
that Mr Jobs will stay on, after 
running the company for the 
past few months. 

Mr Jobs has hinted he may 
stay on as chairman, relin- 
quishing the role of chief 
executive. 

Mr Jobs, renowned for his 
ability to win over large audi- 
ences, will today be speaking 
from the same stage in a col- 
lege auditorium where he 
launched the first Mamntngh 
PC in 1984. He will try to 
revive Apple’s pioneering 
spirit and the excitement that 


surrounded the early years of 
the PC industry. 

At the 1984 event a capacity 
crowd of Apple employees and 
tens applauded, screamed and 
even cried. Today, Mr Jobs will 
do well to persuade investors 
and customers that the com- 
pany has a future after a steep 
decline in sales and months of 
management turmoil. 

Industry analysts expect him 
to demonstrate a prototype 
“network computer” - a low- 
cost internet terminal for 
home users. The company has 
not yet committed itself to 


launching products in this 
emerging sector. 

Rumours that Apple might 
attempt to become an early 
leader in the market for net- 
work computers have been 
fuelled by the appointment to 
the board of Larry Ellison, the 
chairman of Oracle and an 
active promoter of network 
computers. 

Apple is also expected to 
Introduce high-performance 
desktop Macintosh PCs and a 
notebook computer based on 
test new versions of the Pow- 
erPC microprocessor. 


In a further drive to boost 
sales, Apple is expected to 
launch efforts to sell its PCs 
via the internet The move to 
"direct sales” follows other 
companies in the industry. 
Deli Computer, for example, 
sells an average of S3m worth 
of products a day from its 
internet web site. 

However, industry analysts 
warned that while Apple was 
jo inin g a PC industry trend 
toward “direct sales" It risked 
antagonising its retail dealers 
and distribution partners. 
Apple has already reduced the 
number of distributors that 
carry Its products and appears 
to be focusing retail efforts on 
specialist stores. 


Unilever enjoys 
growing taste 
for ice-cream 

The group seeks a bigger share of 
$42bn market, says John Willman 


Ice cream: licking local competition 
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I t costs a couple of dollars 
yet gives pleasure for just 
a few minutes. And since 
if is ruined if left out of a 
freezer for more than an hour, 
it presents acute distribution 
problems for the manufac- 
turer. 

But ice-cream is such a fast- 
growing and profitable busi- 
ness that one of the world's 
largest consumer groups has 
placed It at the centre of its 
corporate strategy. Unilever, 
the Anglo-Dutch group which 
has about 15 per cent of global 
§ales, has identified ice-cream 
as one of the seven starred 
products it will focus on far 
the new rnfflemdum. 

Tt is not hard to see why. 
Ihemarket is worth $42bn a 
year. hT sales and is rising etS 
per cent a year. And the more 
you sell, the more profit you 
make. “The fixed costs are 
high, so the economies of scale 
are all the greater,” says 
Doriaua Russo, food analyst at 
Salomon Brothers. 

Unilever already sells ice- 
cream brands such as Mag- 
num, Cometto and Viennetta 
in 85 countries, with sales 
accounting for about 11 per 
cent of the group’s £34 bn 
(|56bn) annual turnover. Hus 
is double the sales of Nestle, 
its nearest rival, maker of 
Gervais, Lyons Maid and 
Motta. 

Globally it remains a highly 
fragmented industry: only 


these two companies have 
more than 5 per cent of sales, 
according to Euromonitor, the 
market research company. 
The next 10 largest ice-cream 
makers control less than a 
quarter of the market. 

The third largest ice-cream 
maker is Haagen-Dazs, owned 
by Grand Metropolitan. With 
sales of about $lbn a year at 
the luxury end of the market, 
its main rival is Ben & Jerry's, 
the US group. Number four is 
Baskin Robbins, a franchising 
operation owned by Allied 
Domecq, which sells its 
ice-cream through 4,600 par- 
lours in 51 countries. 

Ezaki Glico, a Japanese 
manufacturer, has the fifth 
largest share: of the global 
market It Is big in Japan -but 
is barely known outside Asia. 

Unilever dwarfs them all, 
having grown from a mainly 
European business in the 
1980s. It expanded into the US 
through acquisitions, building 
the first national ice-cream 
business in Good Humor-Brey- 
ers. It has swept across the 
world in recent years, acquir- 
ing local manufacturers in 
some countries, building new 
businesses in others. 

Last month it spent 8830m 
to buy BJbon, the largest man- 
ufacturer in Brazil. This gave 
it 60 per cent of a market 
where sales have doubled in 
the past three years. 

Unilever took the lead in 



Latin America, where previ- 
ously Nestle bad dominated 
among the international com- 
panies. The Swiss food group 
entered the ice-cream market 
seriously only in the 1990s, 
targeting emerging markets. 

It is those markets that 
present the most appetising 
prospects for icecream mak- 
ers with global ambitions. 
This Is largely because 
icecream sales are closely cor- 
related with per capita 
incomes - as the chart shows. 

“Over the next decade we 
expect sales in the region to at 
least double,” says Charles 
Strauss, head of Unilever’s 
Latin American operations. 

Baskin Robbins is similarly 
optimistic about emerging 


economies. It expects to open 
its first outlets in Africa soon. 
“When markets are develop- 
ing, our quality ice-cream sold 
in smart parlours is a first 
affordable treat” says Mal- 
colm Wright of Allied 
Domecq. 

Moving into such markets 
rarely offers big scope for cat- 
ting manufacturing costs by 
centralising production - ice- 
cream by its nature needs to 
be made as close to the cus- 
tomer as possible. But compa- 
nies such as Unilever can win 
a bigger share of sales by 
introducing their interna- 
tional brands. 

Once established, their dis- 
tribution chain creates a for- 
midable barrier to new com- 


petitors. This is so even in 
western markets where Ice- 
cream is often an impulse buy. 

Many shops have room for 
just one ice-cream cabinet. 
This has led to cabinet wars in 
some countries, as groups 
such as Mars, the US company 
which sells ice-creams linked 
to its confectionery brands, 
try to win market share. 

Spreading around the world 
reduces the risk to profits 
from bad weather. 

“Unilever's ice-cream profits 
used to be too dependent on 
the European weather.” says 
Ms Russo of Salomon. “With 
markets in the north and 
south, east and west, they can 
be pretty sure there will be 
good weather somewhere.” 


BMW chief 
denies any 
interest 
in Vickers 
takeover 


By Haig Simonian 
and Roger Taylor 

BMW of Germany yesterday 
scotched any speculation that 
it might be interested in 
acquiring Vickers, the UK 
engineering group, either 
directly or through Mayflower 
Corporation - the smaller 
engineering company which is 
contemplating a hostile bid. 

Bemd Pisehetsrieder, BMW’s 
chairman, said: “We have 
nothing to do with this May- 
flower bid. It is embarrassing 
for us that somebody gives the 
impression that he has our 
support. We have no interest 
to support that at all.” 

Mr Pisehetsrieder, in Britain 
tomorrow to attend a CBI con- 
ference in Birmingham, said 
be had communicated BMW’s 
position to Vickers chairman 
Sir Colin Chandler. 

Mr Pisehetsrieder warned 
that BMW could reconsider its 
contract to supply engines and 
gearboxes for vehicles being 
developed by Rolls-Royce 
Motor Cars, the Vickers sub- 
sidiary'. if the latter Tell into 
the wrong hands. 

BMW is one of five motor 
companies which, with a num- 
ber of venture capitalists, have 
registered an interest in buy- 
ing Rolls-Royce - put up for 
sale by Vickers last month. 

Mayflower, which builds the 
body panels for the forthcom- 
ing Rolls-Royce, wants to buy 
the whole of Vickers, sell the 
defence arm and keep the 
three other divisions - 
Rolls-Royce, Cosworth engines 
and propulsion technology. 

It has received support for 
its plans after presentations 
last week to its biggest share- 
holders. It could act soon but 
has yet to decide whether to 
proceed. 

Rover Group, owned by 
BMW, is one of Mayflower's 
biggest customers. Mayflower 
is aware a bid for Vickers 
would be unpopular with the 
German group but believes 
BMW would not withdraw its 
business if it were successful 

Mr Pisehetsrieder expressed 
continuing interest in buying 
Rolls-Royce, “as long as it 
made financial sense for our 
company”. However, be 
expressed some disappoint- 
ments at the way the sale bad . 
been conducted so far and said 
he would have been happier if 
the bidding process been 
handled more discreetly. 


Hedge fund fortunes contrast 
during October market strife 


By Jonathan Ford In London 

The world's two largest hedge 
funds experienced strikingly 
different fortunes during Octo- 
ber’s market turmoil, accord- 
ing to independent data. 

Tiger, a New York-based 
group which is thought to be 
the world's number two, was 
one of the sector’s top perform- 
ers, with its $6.6bn Jaguar 
fund recording a 10.9 per cent 
increase hi net assets during 
October. 

By contrast, funds managed 
by George Soros, the Hungari- 
an-born financier whose $9bn 
Quantum fund is the world's 
largest, were among the big- 
gest losers. 

Net assets at Quantum tell 
by 10.6 per cent in October, 


while Quota, another Soros 
fund, dropped 15.7 per cent 

Hedge funds are private 
funds that bet large sums on a 
small number of investment 
prospects and often speculate 
cm falls and rises of stocks or 
currencies. 

Tiger and Quantum are 
global macro funds; they spec- 
ulate on movements in mar- 
kets and currencies rather 
than individual stocks. Such 
funds are generally regarded 
as being vulnerable to large 
swings in world markets. 

Tiger was shielded from last 
month's shake-out by fund 
manager Julian Robertson's 
long-standing negative stance 
on Asian stocks. Jaguar has 
been a persistent seller of 
Hong Kong and Japanese equi- 


ties and prospered when both 
markets fell last month, with 
the Nikkei 225 index down 8 
per cent and the Hang Seng 
Index losing 29 per rent. 

"Robertson had his bets on 
Asia in place for a long time 
and last month they all came 
off." said one fund manager. 

Quantum, whose dealing 
strategies are a closely 
guarded secret, is understood 
to have experienced substan- 
tial losses after betting the dol- 
lar would remain strong. 

Last month's market turmoil 
is seen as an important test for 
hedge funds, which suffered a 
similar shake-out during the 
Mexican crisis in 1994. That 
led to a loss of confidence by 
investors, which caused a rash 
of redemptions. 


Another Thai lender expected 
to miss its Eurobond payment 


By wafiom Barnes In Bangkok 

A second Thai company is 
today expected to miss an 
interest payment on a Euro- 
bond, after one of Thailand’s 
58 suspended finance bouses 
failed to make a $400,000 Euro- 
bond payment on Saturday. 

Bangkok Land, developer of 
an ambitious satellite city on 
the northern outskirts of the 
Thai capital, is scheduled to 
make an interest payment 
today estimated at BtlOOm 
($2. 43m). Debt market execu- 
tives said the payment was 
likely to be missed. 

The Muong Thong Thai 
development has been eating 
up cash fn the fece of softening 
property prices. Bangkok Land 
delayed payments on the 

« 
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$15Gm of bonds last month but 
was given 28 days grace to 
November 10. 

CM1C Finance and Securities 
announced on Friday that it 
would not be able to pay 
annual interest on its $50m of 
Eurobonds, scheduled for Sat- 
urday, because its operations 
have been frozen, like those of 
its rivals. 

Banking experts said the 
annfumffpmpn t confirmed that 
the government’s decision to 
suspend the most debt-crippled 
of Its 91 finance houses was 
adding to their problems. Two 
•more suspended houses. Kiat- 
uakin Finance and Securities 
and Wall Street Finance and 
Securities, also have Eurobond 
payments telling due this year. 

The abrupt July 2 flotation 


of the baht, which has since 
nearly halved in value, added 
to the burdens of a hugely 
optimistic finance industry, 
which had heavily borrowed 
relatively cheap foreign money 
to lend to clients who have 
now been knocked sideways by 
a slumping economy. 

Gerard Kruithof. banking 
analyst at Deutsche Morgan 
Grenfell Securities in Bang- 
kok, said it was widely 
accepted that only one of the 
58 suspended finance bouses 
would have a positive net 
worth once all the write-offs 
had been taken into account. 

Developer Somprasong Land 
was the first company to miss 
a Eurobond payment when it 
failed to come up with $3.lm in 
February. 
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CHRISTIE & CO 
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COMPANIES AND FINANCE 


Nomura plans £200m junk bond 


By Simon Dairies 
Capita] Markets Editor 

Nomura is preparing the 
biggest sterling-denominated 
junk bond Issue yet to help 
refinance its £700m purchase 
of the William Hill betting 
business from Brent Walker. 

W illiam Hill will issue UP 
to £200m of junk bonds - or 
high-yield bonds as invest- 
ment bankers now prefer to 
call them - early next year. 
The proceeds will repay part 
of a £550m syndicated loan 
being arranged by Bankers 
Trust on behalf of Nomura. 

The scale and nature of 
the bond issue look like a 


blow for Nomura, which. It 
Is understood, had planned 
to raise more debt against 
the business, ft will now 
have to put up more than 
£150m of its own capital. 

Furthermore, It had looked 
into launching securitised 
bonds backed by the cash 
flow from the betting busi- 
ness . Sec uritised bonds 
would command a higher 
credit rating and offer a 
cheaper source of funding. 

High-yield bonds are debt 
securities which achieve a 
credit rating below invest- 
ment grade - BBB - in the 
case of Standard & Poor’s 
and Baa3 from Moody’s. 


They represent a higher 
credit risk and therefore 
reward investors with a sig- 
nificantly higher yield. 

Recent turmoil in world 
stock markets has caused 
yields an high-yield bonds to 
rise since Nomura agreed to 
acquire William Hill last 
month, adding to the cost of 
financing the acquisition. 

In a highly competitive 
auction, Nomura comfort- 
ably outbid a number of ven- 
ture capital consortia and 
Bass, the UK brewer, it Is 
the latest in a string of 
acquisitions by Nomura's 

Principal Finance Group. 

The William Hill issue will 


be another big step in the 
revival of a European junk 
bond market The UK never 
caught junk bond fever from 
the US in the late 1960s. 
Leveraged buy-outs such as 
Magnet and Gateway were 
funded by subordinated debt 
rather than bonds. 

A highly unregulated 
Swiss junk bond market col- 
lapsed in the early 1990s fol- 
lowing defaults Gram issuers 
such as Polly Peck. 

But there has been a 
resurgence in high-yield 
issues, with about 10 Euro- 
pean deals expected this 
year raising about $lbn 
(E600m). 


European economic and 
monetary union Is expected 
to be a catalyst In expanding 
the continent's junk bond 
market since it will create a 
much deeper single currency 

capital market. This could 
fr fflp finance Increasing take- 
over activity In Europe. 

The biggest sterling high- 
yield issue to date was the 
the £i25m Castle Transmis- 
sion offer, which funded the 
acquisition of the BBC’s 
domestic television trans- 
mission network last Febru- 
ary. These were issued pay- 
ing 196 basis points, or UK 
percentage points, more 
than gilts. 


Chisholm to stand down Navan aims for 
early as head of BSkyB London listing 


By John Gapper, 

Media Editor 

The transfer of power at 
British Sky Broadcasting is 
to take place earlier than 
expected. Sam Chisholm will 
step down this week as the 
satellite broadcaster’s chief 
executive. 

Mr Chisholm, who will 
remain as a consul tant , is to 
hand over to Mark Booth at 
the ann ual meeting on 
Wednesday. The move had 
been due at the end of the 
year. 

Mr Chisholm said yester- 
day: “As transition periods 
go, this has been a very good 
one. Mark and I have agreed 
that the annual meeting is 
the appropriate time for a 
formal handover." 

Mr Chisholm said Mr 
Booth would ensure the com- 
pany "continues to be in the 
vanguard of broadcasting" 
as it made the transition to 
digital transmissions. It is 
expected to launch 200 chan- 
nels by next spring. 

The change in the role of 
Mr Chisholm, who is cred- 
ited with bringing BSkyB 



Taking over: Mark Booth, 
forma 1 chief of JSkyB 

into profit after the merger 
of Sky Television and British 
Satellite Broadcasting in 
1990, is likely to lead to a 
gradual alteration In some 
aspects of strategy. 

Mr Booth was previously 
chief operating officer of 
JSkyB, a Japanese satellite 
TV group owned by News 
Corporation, a leading 
BSkyB backer. He is thought 
likely to back an increase In 
BSkyB's investment in origi- 
nal programming tar its Sky 
One general channeL 


This strategy has been 
devised by Elisabeth Mur- 
doch, BSkyB general man- 
ager. Ms Murdoch’s father, 
Rupert, is the chairman of 
News Corporation, the larg- 
est shareholder in BSkyB, 
and exercises an influence 
on strategy. 

Mr Chisholm has placed a 
str on ger emphasis on buying 
rights to football and other 
sports, as well as pay-TV 
rights from Hollywood stu- 
dios. Sports and films are 
seen as having driven the 
rise in satellite subscrip- 
tions. 

Although some investors 
were concerned at the depar- 
ture of Mr Chisholm, who 
took over when BSkyB was 
losing £l4m a week, he said 
his severe asthma meant he 
could no longer cany on in 
the demanding full-time role. 

He is to stay as a consul- 
tant to the <*mnr*ny Tar two 
years, and will continue to 
receive a share of its profits 
under the bonus scheme for 
senior managers. David 
Chance, deputy manag in g 
director, will also become a 
consultant 


By Kenneth Gooding, 

Mining C o rrespondent 

Navan Resources, which has 
grown rapidly by buying 
assets in mining privatisa- 
tions In Bulgaria and Spain, 
is seeking a % tfn g nn the 
London Stock Exchange. It 
hopes its shares win begin 
trading in early December. 

If its application succeeds, 
Navan wifi be the third min- 
ing group to list In London 
this year, joining Billiton, 
the base metals business 
separated from Gencor of 
South Africa, and Randgold 

Resources, which has 
operations in Africa. 

Navan had been working 
towards a listing on the 
Toronto Exchange but 
changed course after the 
scandal Involving Bre-X, a 
small Canadian company 
that claimed to have discov- 
ered the world's biggest gold 
deposit but turned out to be 
victim of a fraud. 

Navan Is already listed in 
Dublin but wants wider 
exposure after growing from 
an exploration company to a 
rapidly expanding mining 


group. During this shift, it 
has attracted a substantial 
institutional following led by 
Equitable Life with 11.08 per 
cent and Fidelity with 7.13 
per cent. 

Na van's market value has 
Alien from £U5m at fts peak 
to £58m because of recent 
stock, market turmoil and a 

falling gold price. Navan’s 
board, advised by SBC War- 
burg Dillon Read, has 
decided against raising fresh 
equity capital at the present 
share price level, but the 
company will raise some 
new debt. 

Navan bought a majority 
interest in the Chelopech 
copper-gold mine in Bulgaria 
in 1994. In September, 
Bomestake, the US gold pro- 
ducer. agreed to invest $3Qm 
in Chelopech In exchange for 
a 51 per cent Interest and 
managemen t control. It will 
also provide a contingent 
$10m standby loan. 

Navan needs to raise cash 
for its operations in Spain, 
where it bought the Alma- 
grera copper-lead-adnc mine 
from the Spanish govern- 
ment this year. 


Japan’s steelmakers forecast downturn 


By Paul Abrahams hi Tokyo 

Japan's leading steel 
companies have reported 
half-year profits In line with 
expectations - but most 
warned that full-year profits 
would suffer because of the 
state of the domestic market 
and poor prospects for 
exports following the Asian 
currency crisis. Steel stocks 
have already fallen more 
than 90 per cent since the 
start of the year. 

Nippon Steel, the world's 
biggest steelmaker, warned 
that Japan's economy was 
marking time and said it 
expected the business envi- 
ronment to become even 
more severe. 

Torn Nagai, steel analyst 
at Morgan Stanley In Tokyo, 
explained that half of Japa- 
nese domestic steel demand 


Japanese steel: first half results .. . 
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was generated by the con- 
struction industry, which 
was depressed following a 
collapse in new bousing 
starts and government 
spending cutbacks. 

Nippon Steel said overseas 
demand, which had been 
buoyant in the first half, 
would decrease In the sec- 
ond. Mr Nagai said the crisis 
in southeast Asia should not 
lead to greater imports from 
the Asean region. But it 


would have an effect on 
demand for Japanese steel In 
those countries. About 20 
per cent of Japanese steel 
companies’ output goes over- 
seas. of which two-thirds 
goes to Asia, he said. 

Nippon Steel forecast full- 
year pre-tax profits of 
YlQObn (£495m) compared 
with Y84.7bn last year. Net 
earnings would be margin- 
ally higher at Y25bn on sales 
of Y2£10bn. Nippon Steel's 


shares fell Y5 to Y249 on Fri- 
day, in line with the market. 

Kobe Steel said demand 
had been strong from the 
automotive industry, which 
accounts for about 15 per 
cent of domestic demand, 
according to analysts. It fore- 
cast net profits down 49 per 
emit to Yllbn on sales static 
at YlJLdflbn. The group said 
it would again pass its divi- 
dend. Kobe Steel’s shares fell 
Y4 to Y136 on Friday. 


NKK said full-year net 
earning s would fall 1X5 per 
cent from Y16.2bn to Y14bn 
on sales of Yl.lSObn. The 
group said it would make a 
concerted effort to improve 
its profitability, including 
cost reductions. Its shares 
fell Y2 to Y154 on Friday. 

Sumitomo Metal Indus- 
tries said it expected the sec- 
ond half to be “rigorous" 
and it had decided to 
suspended its interim divi- 
dend. Far the fall year, it 
forecast net profits of Y15bn, 
compared with Yl2bn last 
year on sales of Yl,030bn. 
The group’s shares fen Y5 to 
Y250 on Friday. 

Kawasaki Steel predicted 
full-year net earnings would 
fall 8.9 per cent to Y9-2bn on 
s ales up from Y944bn to 
Y954bn. Its shares fell Yl to 
Y214 on Friday. 
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Hindalco 

considers 

further 

spending 

By Krishna Guha in Bombay 

Hindalco, India’s biggest 
aluminium producer, is con- 
sidering plans for a new 
“mega-integrated alumin- 
ium complex " Is eastern 
iTift i*. as it comes to the end 
of its Rsl7.5bn <*478^m) 
modernisation programme. 

The news came as Hin- 
dalco announced first-half 
profits down 2 per emit to 
Rs2.7bn. despite surging 
sales. It said ft would make 
a final decision on the 
Orissa plant next May. 

Hie company said the car- 
rent investment programme 
was nearing completion, 
» d«Kng that “almost all the 
activities are scheduled to 
be completed fry the end of 
the current f^gTirfai year". 

Hindalco was held back by 
a jump in inpnt costs, a 
sharp fall In Investment 
income and a big rise in 
depreciation charges result- 
ing from the modernisation 
programme. 

In the six months to Sep- 
tember 30 revenues rose 36 
per cent to Rs6.98bn - 
boosted by higher output 
from new plants. Sales vol- 
umes were up by 37 per cent 
at 97,215 tonnes. 

Exports were up by a 
record 124 per cent to 
Rs954m - lifted by a shift 
towards higher value pro- 
cessed aluminium. But 
higher capacity ntilisation 
was offset by increases in 
state-controlled input costs 
- including power grade 
coal and freight charges. 

Income from investments 
fell 51 per cent to RsSlOm. 
During the mma period last 
year Hindalco soM some of 
its financial assets to help 
finance expansion. Deprecia- 
tion rose 88 per cent to 
Bs364m as it wrote down 
some of the costs incurred. 

Analysts said the results 
were “slightly disappoint- 
ing” but said Hindalco had 
done well to preserve its 
margins. 

When the programme is 
complete at the end of this 
financial year Ffinrtnlra Will 
have a smelter capacity of 

242.000 tonnpg per annum, 

80.000 tonnes capacity of 
rolled aluminium and 
575MW of captive power 
plants. 

“Hindalco has economies 
of scale and strong vertical 
in tegr a tion - it is in a very 
good position," said Vfhhnti 
Bhnshan, metals analyst at 
WiCarr. 

The company said its out- 
look was "exceedingly 
bright" with domestic 
demand expected to grow by 
8 per cent this year and 
“expected firming up of 
international prices”. 

But investors said they 
would ask questions about 
its plans to finance further 
investment in Orissa and 
what effect they might have 
an cash flow. 

Philippines 
power sale hit 
by court ruling 

By Justin Mmxxcri fn ManBa 

National Power Corporation, 
the Philippines’ largest 
state-owned utility, said its 
privatisation plans had been 
hit by tiie controvers i al rul- 
ing from the Supreme Court 
last week which overturned 
the deregulation of the oil 
industry. 

The decision by the 
Supreme Court to declare 
unconstitutional the law 
deregulating the ofi sector - 
widely condemned by inves- 
tors - has thrown the indus- 
try Into uncertainty while 
the government is consider- 
ing an appeal and Congress 
plans to introduce replace- 
ment legislation. 

“If there is uncertainty 
about the rules and regula- 
tions . . . that will pot doubt 
on a lot of the thing s we*re 
discussing now," said Mer- 
lfta Pajaiillo, Napocor's 
vice-president for finance. 

The privatisation of Napo- 
car, which has already been 
delayed, is now considered 
extremely unlikely to take 
place before the pres- 
idential elections next 
May. 

Sales of the utility’s assets 
would not occur until 1999, 
Ms PajarQIo said. The sale 
of Napoeor depends upon 
passage in Congress of a 
new power law. 

Merrill Lynch and 
NM Rothschild are advisers 
to the privatisation which is 
expected to be the Philip- 
pines' largest. The utility 
will be split into a single 
transmission and a 

handful of generating com- 


At present, the country's 
retail power rates are 
among the highest In Asia. 
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BZW man bound for CSFB 

Jonathan Davie, chairman of the e quities and cotpotate 
advisory businesses of BZW. the investmenttenttrfd 
staff on Friday that he would be 
First Boston if the Swiss - Ame rican bank goes ahead with 

a proposed takeover. , 

His announcement that he had signed a legal agree- 
ment «vmigg as some BZW employees expresseddlston- 
tant at the level oT bonuses being offered by CSFB. Bar- 
clays. w h ic h announced its decision to sell BZW a month 
ago, revealed that it was in exclusive negotiations with 
CSFB on Tuesday. One disgruntled member of staff at 
BZW of a “palace revolution”. “People fed this has 

been sold ova: their head," he said. „ , 

Some seni or staff are believed to have been offered 
guaranteed bonuses and two-year contracts. But this offer 
h»g pot been extended to all staff in BZWs UK and 
continental European equities businesses. 

Barclays is still to find a buyer for its equity derivatives 
operations and its businesses in Asia and Australia. 

June M ar tinson 

CWC university contract 

Cable & Wireless communications has won a contract for 
a new network linking universities and polytechnics 
across the UK- The new system. Super JANET 3, will have 
several ***** the capacity of the existing university net- 
work and will allow greater use or remote teaching and 
research collaboration. 

The contract for the system, which will replace’ the 
SuperJANET 2 system built by BT, was awarded by the 
Education and Research Network Association. CWC has 
not disclosed the value of the deal, but experts expect It to 
be in the region of £10m ($l6.6m) a year. Roger Taylor 

St Gobain eyes Redland tiles 

St Gobain, the French glass and building materials group, 
emerged as a possible bidder for parts of Redland. the 
building materials group. 

Redland Is seeking bids for its various operations in an 
attempt to thwart a hostile £1.67bn ($2-77bn) offer for all 
of the group from Lafarge of France. St Gobain is under- 
stood to be interested in RBB. Europe’s largest roof tile 
manufacturer in which Redland owns a 56.5 per cent 
stake. About 10 groups are understood to have expressed 
an interest in purchasing parts of Redland. St Gdbain is 
believed to be advised by NM Rothschild. 

Lafarge, which owns large European and North Ameri- 
can aggregate interests as well as substantial European 
plasterboard operations, is understood to be the only 
group interested in buying the whole of Redland. 

Andrew Taylor 

Glaxo’s Raxar cleared in US 

Glaxo Wellcome received clearance an Friday from the US 
Food and Drug Administration for Raxar. a new antibiotic 
used to treat infections including bronchitis, pneumonia 
and some sexually transmitted dis e ases. 

The product has already been approved for sale in 
Germany and is expected to soon get clearance in a 
number of other European countries. Analysts have fore- 
cast peak sales of up to £200m ($332m) for the product 
Despite the good news Glaxo shares fell In line with 
most of the sector, closing down 26p at £12.64. 

Roger Taylor 

Prospect in US talks 

Prospect Industries, the lassmaking engineering services 
group, is in talks with Shaw Group of the US for the sale 
of its main operating subsidiaries. 

However, because of the level of Prospect's borrowings, 
the company expected that any such sales would not 
result in any return to shareholders. Shaw, based In 
Loui siana , supplies piping systems and industrial con- 
struction and maintenance services. 

Prospect's shares were suspended at lMp on Friday. In 
September, it warned that results for the year to Septem- 
ber 80 would be hit by “substantial asset and goodwill 
write-offs and trading difficulties" relating largely to the 
non-core business. 

KPMG and Postern link-up 

The accountancy firm KPMG and Postern, the “company 
doctor” supplier set up in 1991, today launch a joint 
service to help restructuring at undereerfonaing UK and 
European c om panie s with annual turnover bracket of 
between £i0m and £50Qm ($830m). On offer will be consul- 
tancy, management assistance and advice on refinancing 
and investment Cary Mead 
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Bear Stearns steps up plans for London 


By wailam Lewis In New Yorfs 

Bear Steams, the US securities 
firm, is planning to step up Its 
expansion plans in London on the 
hack or strong growth in the past 
two years. 

It is planning to increase its 
current London staff of 450 by 
more than half in the next two 
years. Executives say that while 
they have not ruled oat expansion 
through acquisition, they are 
most likely to continue with rapid 
organic growth. 


"We are going to build an 
investment b anking business in 
London,” Warren Spectar, execu- 
tive; vice-president, said in an 
interview. “It is hard to teach the 
culture in an acquisition, so while 
it is not out of the question it is 
not likely. ” 

Bear Steams is one of several 
middle-r ankin g US investment 
banks a t t empting to put in place 
European expansion plans, sev- 
eral years after their larger coun- 
terparts. such as Goldman Sachs, 
Morgan Stanley. J.P. Morgan and 


Merrill Lynch. Donaldson. Lufkin 
& Jenrette recently entered into 
-talks with Barclays Bank about 
acquiring parts of BZW, its invest- 
ment banking arm, only to pull 
out oh price concerns. 

Analysts remain sceptical about 
the international aspirations of 
middle-ranking investment banks 

and securities firms. “They have 
missed the boat and should stay 
largely in the US fnrnrfng the mar , 
ket here.” one said. 

Bear Steams is also seen as a 
possible target for a European 


bank keen to expand in the US 
market, but about 40 per cent of 
the company’s stock is owned by 
employees, making their approval 
necessary before any takeover can 
go through. 

Bear Steams said its expansion 
plans are driven partly by the 
introduction of a single European 
currency but mainly by demands 
by clients In the US for non-US 
products. "More and more people 
were coming to Bee us and saying 
1 want to do something outside 
the US,” Mr Specter said. 


Bear Steams began its expan- 
sion efforts in London in Septem- 
ber 1995. Since then the assets of 
its International subsidiary have 
grown from $9.5bn to $19bn and 
the unit’s total capital stands at 
Sl.Oibn. 

However, foreign revenues rep- 
resent only around $500m of a 
total of more than Sfibn. The firm 
has 8,500 staff worldwide, of 
which 450 are based in London 
and 225 in Asia. 

Mr Spector said the securities 
firm plans to hire approximately 


200 staff to work in ils London 
office over the next two years, and 
also plans to transfer a number of 
senior staff from its New York, 
headquarters. 

The expansion effort is likely to 
remain focused on fixed income - 
Bear Steams’ area of greatest 
strength. However the firm is also 
seeking to build on the deriva- 
tives and equities business it 

has already established and to 

develop other areas, such as a 
European mergers and acquisi- 
tions capability. 


Vendome to spend $15m on Chloe 


By Alice Rawsthom 

Vendome, the Swiss luxury 
goods group, plans to invest 
up to $l5m over the next 
year In expanding Chloe, the 
Paris fashion house, follow- 
ing the appointment of Stella 
McCartney as chief designer. 

Ms McCartney. 26, daugh- 
ter of pop star Sir Paul 
McCartney, joined Chloe this 
summer to succeed veteran 
designer Karl Lagerfeld. Her 
brief is to modernise Chios’s 
fashion collections and 
brand image, as Tom Ford 
has done at Gucci and Miuo- 
tia Prada at Prada. 

Last month, Ms McCart- 
ney's first ready-to-wear 
range received favourable 
reviews in Paris. 

Mounir Mouffarige. 
Chios’s president, said the 
company would invest 
“between $i0m and $15m” 
over the next 12 months to 
redesign its stores and pack- 
aging, to increase advertis- 
ing activity, and to open new 
stores in New York and. pos- 
sibly, in London. If this ini- 
tial investment proved suc- 
cessful. Vendome would 
continue to back Chlo6 by 
financing the opening of 
more stores and diversifying 
into new product sectors. Mr 
Mouffarige said there was "a 
wonderful opportunity” to 
expand the brand. 

Founded in 1952, Chlofe 
enjoyed its heyday in the 
mid-1970s when Mr Lagerfeld 
turned it into a sought-after 
hippy de luxe label with a 
series of floaty, feminine ad- 
lections. 

ChloS floundered after his 
departure for Chanel m 1982, 
and two years later was sold 



to Alfred DtmhiD, the Lon- 
don based luxury brand that 
is now a subsidiary of Ven- 
dome. In 1992. Mr Lagerfeld 
was lured back with a lucra- 
tive contract but failed to 
revive Chios’s fortunes. 

Vendome, part of the 
Richemont group, a com- 
pany controlled by the 
Rupert family of South 
Africa, declines to disclose 
details of Chios’s finances. 
However, it is understood 
that Chjo6 has' remained 
profitable, largely because of 


royalties from sales of its 
perfumes, distributed by 
Unilever, the Anglo-Dutch 
consumer products group. 

Hppiog to emulate the suc- 
cess of Gucci and Prada, 
Chios's management 
searched for a new designer 
to replace Mr Lagerfeld 
when his contract came up 
for renewal this year. Mr 
Mouffarige said they 
assessed 41 candidates 
before choosing Ms McCart- 
ney, who then ran a fledg- 
ling faudoniabei in London. 


Initially, Ms McCartney's 
appointment was criticised 
because of her youth and rel- 
ative inexperience. However, 
after the positive reviews of 
her first collection, Chloe 
has received firm orders 
worth five times mare than 
those generated in the last 
year of Mr Lagerfeld’s con- 
tract 

Mr Mouffarige said most of 
Chios’s existing stockists 
have increased their orders, 
including Bqrgdorf Goodman 
and Saks, 'the US depart- 


Two Japanese 
shippers to pay 
dividends again 


APPMs 

Stella McCartney, centre, and models after the presentation of the Chloe 1998 spring-summer ready-to-wear range in Paris 


mentment stores. The com- 
pany has also gained new 
customers such as Harrods 
and Joseph in London, and 
Colette, the hip Paris store. 

Chlo£ is increasing adver- 
tising expenditure five-fold 
to publicise the first Stella 
McCartney collection. It is 
redesigning eight stores and 
45 concessions, as well as 
opening new boutiques in 
New York and London. Mr 
Mouffarige said Chloe then 
plans to open new stores in 
the US and Europe. 


By Bethan Hutton in Tokyo 

Two of Japan’s three largest 
shipping firms plan to 
resume paying dividends 
this year, after gaps of five 
and 15 years. 

The weakness of the yen 
helped the shippers in two 
ways during the first half of 
the current financial year: 
most of their revenues are in 
currencies other than the 
yen, and the yen’s decline 
also led to increased Japa- 
nese exports, particularly of 
cars, which improved sales 
for the shippers. 

However, a downturn in 
conditions in Asia towards 
the end of the period could 
affect full-year figures. Cost- 
cutting at all three compa- 
nies is also taking effect. 

Kawasaki Kisen, which 
has undergone a rationalisa- 
tion programme, last week 
reported a 40.4 per cent rise 
in net profits to Yl.57bn 
(512.67m) for the half year to 
end-September, pre-tax prof- 
its up 33 per cent to Y3.09bn, 
and sales up 92 per cent to 
Yl892bn. For the full year, 
net profits are expected of 
Y2.5bn, up from Yl.Blbn, 
with a forecast dividend of 
Y3. the first in 15 years. 

The company said on Fri- 
day it expected to "accom- 
plish sufficient profits for 
payment of a dividend in fis- 
cal 1997 unless a drastic 
deterioration of business cir- 
cumstances takes place". 


Mitsui OSK also posted 
significantly improved half- 
year results. Net profits 
climbed 127.7 per cent to 
Y2.S9bn, on a 7.3 per cent 
increase in sales. Pre-tax 
profits were 61 per cent 
higher at Y6.21bn. Mitsui 
forecast net profit of Y5.5bn 
for the hill year on YSTObn 
of sales, and hopes to pay its 
first dividend for five years, 
at Y4. 

Nippon Yusen. the other 
blg-three shipper, reported 
halved net profits for the 
first half, but said that 
accounting changes were 
largely responsible. Interim 
net profits fell 52.8 per cent 
to Y2.15bn, while pre-tax 
profits were down 27.8 per 
cent to Y7.39bn, on sales of 
Y313.46bn, up 6.9 per cent. 

Without the accounting 
change, pre-tax profits would 
have shown an increase of 8 
per cent, the company said. 
For the full year, Nippon 
Yusen expects net profits of 
Y5bn. down 30.2 per cent, 
and sales of Y630bo. up 8.3 
per cent. 

All three shippers are 
expected to post extraordi- 
nary items in the full year to 
cover fines imposed on them 
as a result of the US-Japan 
trade dispute over port prac- 
tices. Ships owned by the 
three companies had $100,000 
surcharges imposed on them 
for using US ports for a 
short time last month, before 
the dispute was resolved. 


Move by 
Gucci on 
shares 
rejected 

By Jane Martinson, 
investment Correspondent 

Shareholders have rejected a 
bid by Gucci, the Italian lux- 
ury goods group, to restrict 
their voting rights. 

International institutions 
holding some 13 per cent of 
Gucci, which is listed in 
Amsterdam and New York, 
rejected its plans to limit 
voting rights to 20 per cent, 
no matter how many shares 
were held. Just over 10 per 
cent voted in favour. 

The proposed changes to 
the group's articles of asso- 
ciation had been presented 
as a means of preventing a 
shareholder from gaining 
control without launching a 
takeover bid. The voting 
restrictions would not apply 
in the event of a takeover. 

There were fears among 
corporate governance spe- 
cialists in the UK that the 
change would create a "poi- 
son pill" in the event of a 
bid. However, several had 
been satisfied the proposals 
were in the best Interests or 
minority shareholders. 

One UK institutional 
investor said he was 
"amazed" the plans had 
been rejected. 

The small number of 
shareholders voting at the 
meeting held in Amsterdam 
prompted some Indignation 
among international inves- 
tors. One said the vote could 
be seen as a sign that "cor- 
porate governance doesn't 
work in Europe", blaming 
apathy for the low turnout 

However, others blamed 
residual fears that the pro- 
posal would create some 
kind of protection in the 
event of a takeover. 

The company said up to 
half Its shareholders usually- 
voted at such meetings. 

Domenico de Sole, presi- 
dent and chief executive, 
said the proposal was made 
solely to protect and 
enhance the value of the 
stock held by the sharehold- 
ers. However, "the company 
should follow the will of the 
shareholders” and he was 
"satisfied” with the vote. 
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J gS Neuer Mark!, the 

m new trading seg- 

f ment for growth 

Nwrinrtf companies at 
Deutsche Bbrse, is humming along 
in high gear. In only eight months 
of trading, it has opened up vast new 
opportunities for smart, innovative 
companies looking to raise capital. 


Already, 15 listed companies are on 
board. They have raised over $450 
million in equity capital. So they are 
putting their new capital to work, 
developing new products, creating 
new jobs. Pursuing their visions with 
vigour and motivation. 

Investors have taken notice. On ave- 
rage share prices have more than 


doubled since trading began, and 
daily trading volume exceeds 1.2 
million shares. It*s easy to under- 
stand why. Investors like Neuer 

Markt's transparent trading system 
that provides liquidity on-dernand. 
They also like the detailed disclosure 
policies for listed companies, the 
strictest in all of Europe. This means 


quarterly financial statements. Re- 
gular audits and accounting accor- 
ding to IAS or U.S. GAAP. A promi- 
sing basis for long-term investment. 
Neuer Mark!. Europe's new engine 
of growth. For more information 
phone +49-69-2101-34 70 

Your access to success 
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Global Investor / Philip Coggan 

Echoes of boom and bust 


A global liquidity boom has 
been behind the long equity 
bull market, or at least that 
has been the common as- 
sumption. But that boom 
may be over, according to a 
report from Crossborder 
Capital, the investment 
advisers. 

The graph shows the rate 
of growth in broad money, in 
dollar terms, compiled from 
information from 65 central 
banks. As can be seen, after 
a rapid rise in 1995 and early 
1996. the pace has slackened 
sharply in late 1996 and 1997. 

A similar pattern can be 
found if one looks at the cen- 
tral bank monetary base, or 
liquid savings accounts. 
Only growth in Ml. or nar- 
row money, looks respect- 
able and even that has been 
slowing this year. 

The trend has not been 


widely noticed because there 
is a dichotomy between east 
and west Monetary growth 
Is atm strong in Eurcfc* and 
the US; it is in Japan: and 
China where there is a defla- 
tionary problem, “^That's 
happening in the east is very 
similar to the 1 1930s depres- 
sion,” says Michael Howell 
of Crossborder Capital, 
“with the region’s economies 
suffering from asset' defla- 
tion and attemptfog competi- 
tive devaluations/’ 

A world of slow growth 
and low inflation is not 
favourable for emerging 
markets, says Mr Howell, 
since they mainly comprise 
four groups: banks, property, 
resource companies and util- 
ities, of which the first three 
are highly sensitive to a 
slowing economy. 

The picture set-out by the 


group may be gloomy but it 
has some strong echoes in 
history. The recently re- 
issued study by Charles Kin - 
dleberger of financial crises* 
illustrates a frequent pattern 
of boom and bust In the 19th 
century. The UK saw specu- 
lative slumps in 1825, 1836, 
1847, 1857, 1866 and 1890. 

Just as in the UK in the 
19th century, Asia has been 
indulging in the classic pat- 
tern of over-investment in 
certain industries - railways 
In Britain, automotives and 
electronics in south-east 
Asia - which have appeared 
to industrialists to be “sure- 
fire bets”. Apparently ratio- 
nal decisions by individual 
businessmen thus lead to 
irrational outcomes, just as 
UK rail pioneers often built 
more than one line between 
the same destinations. 
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Such expansion Is 
financed by the local banks, 
which then face the threat of 
collapse as the weak compet- 
itors go to the wall. The 
resulting squeeze on liquid- 
ity causes the whole econ- 
omy to contract and causes 
particular pain to the most 
leveraged speculators. 

Some commentators argue 
that the process of expan- 
sion and contraction is actu- 
ally healthy in the long run 
and it is the attempts by 
governments to suppress the 
economic cycle which are at 
fault “Tearing down is an 
indispensable part of the 
process of building up. The 
errors of the up cycle must 
be sorted out, reorganised or 
auctioned off. Cyclical white 
elephants must be rounded 
up and led away,” writes the 
US author, James Grant?. 




In his view, the overpro- 
tectiveness displayed until 

recently by Japan, in which 
weak financial groups were 
simply not allowed to go to 
the wall, merely dragged out 
the problems and led to a 
long period of economic stag- 
nation. 

S i gn s that Japan is chang- 
ing its approach - witnessed 
by the failure of the broker 
Sanyo Securities - and the 
closure of 16 Indonesian 
banks may thus be encour- 
aging for the long term. 

For the global Investor, 
however, the crisis may 
prompt a reassessment. The 
risks involved In emerging 
markets have become highly 
apparent, first with the 
Mexico crisis of 1994 and 
now with Asia in 1997. The 
temptation therefore may be 
to steer away horn the mar- 
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kets, or to play them via 
those western companies 
that have the best hope of 
' increasing sales in the devel- 
oping world. 

There may also be a 
chance that the last few 
years have been an illusion. 
The 19th century - that 
great era of low inflation and 
relatively free markets - 
was not a period of economic 
stability, but a cyclical era 
when the unwary investor 


was frequently embarrassed. 

One could well imagine 
that a world of competing 
naHpns pursuing free mar- 
ket policies might easily be 
prey to a herd mentality, as 
all pursue the latest indus- 
trial fad. As with Asia, over- 
investment would drive the 
boom; the need to shrink 
capacity would cause the 
bust 

Under such circumstances, 
the quality of corporate 


ear ring s would fall and the 
rating applicable to those 
earnings would also dec l i n e. 
Investors, like their 19th cen- 
tury counterparts, might 
come to clutch at the secu- 
rity of bonds. 

* Manias, Panics and 
Crashes : A History of Finan- 
cial Crises, published by John 
Wiley & Sons 

t The Trouble with Prosper- 
ity, published by Times 
Books 
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Nissan Motor is one of the 
Japanese vehicle makers 
expected to report today. 
Analysts said half-year par- 
ent pre-tax profits would be 
in the Y44bn-Y49bn <$36 lm- 
$402m) range with weak 
domestic sales offset by the 
impact of a lower yen. Nis- 
san's own forecast is for par- 
ent pre-tax profit of Y45bn, 
up from Y309bn- 
Hideki Nakanishi, analyst 
at Merrill Lynch Securities, 
said: “The adverse effects of 
Asian currency falls are not 
expected to surface in its 
earnings. Exports to Malay- 
sia and Indonesia are still 
rising, and the size of Its 


■ Mazda Motor Is expected 
to report on Friday, and par- 
ent pre-tax profit for the 
half-year to September is 
expected to be Y3bn-Y5bn, 
compared with its own fore- 
cast of Y5bn. on revenues of 
Y750bn. 

Mazda’s parent pre-tax 
profit will be hi Itoe with, or 
above, the company's fore- 
cast of YSbn, -an analyst at 
Wako Securities forecast, 
"the broad picture for Maz- 
da’s half-year earnings is 
quite similar to : other car- 
makers - earnings were 
helped by the weak yen' and 
strong exports, Whfch[ offset 
weak domestic car sales,” 
the Wako analyst ;sal(t 

AFXl Tokyo 

■ New World Development, 
the Hong Kong property 


developer, is expected to 
report healthy earnings 
growth for its 1997 financial 
year tomorrow, with profits 
from Phase One of its Dis- 
covery Park residential proj- 
ect the main contributor, 
analysts said. 

The consensus forecast, 
according to Edinburgh 
Financial Publishing's The 
Estimate Directory. Is for a 
net profit of HK$5.48bn 
(5700m) against HK$4.16bn. 

Martin Tacon, Credit Sui- 
sse First Boston senior asso- 
ciate, said its property sales 
were growing considerably. 
He forecast net profit of 
HK$5.4hn, with development 
projects contributing some 
HK$3.3bn at the operating 
level with “the majority 
from Discovery Pork” the 
joint venture project with 
HER International at Tsuen 
Wan in the New Territories. 

Reuter. Hong Kong 

■ Repsol, the Spanish oil 
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company, is expected today 
to report nine-month net 
profits after minorities of 
Pta94bn-Pta95bn ($635m- 
$642m) up from Pta87bn, 
according to analysts. They 
also forecast increased earn- 
ings in the third quarter, 
fuelled by an improvement 
in refining margins and in 
operating results at Repsol's 
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petrochemical division. 

AFX Madrid 

■ Singapore Telecommuni- 
cations is expected to report 
flat or reduced net profits for 
the first half to September 
on Thursday because of a 
SS85m (US$54m) charge on 
Its Belgacom investment, 
analysts said. They said the 


results would also be con- 
strained by a charge of 
S$120m before tax related to 
redundancies its Belgian 
telecom associate. 

The introduction of compe- 
tition in the mobile phone 
and paging market from 
April is also expected to 
have eaten into profits in 
one of SingTel's most impor- 
tant revenue streams. Last 
year SingTel announced a 
first-half net profit of 
S$99I-9m. 

AFX, Singapore 

■ Cable & Wireless Commu- 
nications, the UK's biggest 
cable company, is expected 
to report half-year pre-tax 
profits of £50m (883m) before 
excepticmals today. 

The group was formed this 
year from the merger of Mer- 
cury Communications, 
CAW'S UK telecoms arm, 
and the cable groups Nynex 
CableComms. B£ll Cableme- 1 
dia and Videotron. C&W 


owns 52 per cent of the com- 
pany and has management 
control. 

Analy sts will be hoping to 
hear further details of 
CWC’s deal with BSkyB, in 
which the cable group and 
the satellite broadcaster 
have agreed to co-operate 
over pay-per-view services. 

■ There will be little left to 
predict by Wednesday when 
Cable and Wireless reports 
interim figures. Hongkong 
Telecom, which accounts for 
most of C&Ws revenue and 
profits reported on Friday 
while CWC, the UK subsid- 
iary, reports today. Expecta- 
tions are for pre-tax profits 
of £L04bn ($l.72bn), earnings 
per share of I3.4p and a divi- 
dend of 3.77p. 

■ Allied Domecq’s full-year 
results due tomorrow are 
expected to show pre-tax 
profits txp'sHghlly at £595m 
(£575m before exoeptionals). 


Last year the group prom- 
ised to focus on sustained 
naming s growth rather than 
restructuring and change, 
but that was before the 
merger of Guinness and 
Grand Metropolitan which 
now looks certain to go 
ahead. 

■ Nycomed Amersham. the 
life sciences business formed 
last month from the merger 
of Amersham International 
with Nycomed of Norway, 
will report interim results 
tomorrow. Amersham is 
expected to announce pre- 
tax profits of £35.7m (£28.4ra) 
for the six months to Sep- 
tember, helped by two 
months* contribution from 
Pharmacia Biotech, the joint 
venture with Pharmacia & 
Upjohn. 

Nycomed is expected to 
report third-quarter profits 
Of NKr325m ($44 .8m) against 
NKr220m, lifted by its cost- 
cutting programme. 


• 




Hungarians show thirst for Matav 


The initial public offering by 
Matav, Hungary’s national 
telecommunications opera- 
tor, looks set to be a big hit 
among local investors, judg- 
ing by the scale of their 
interest so far. 

People close to the issue 
said late last week that the 
IPO had already attracted 
more than 120,000 investors. 
At least 45m of the shares on 
offer are likely to go to the 
retail side, substantially low- 
ering the number available 
for institutions. 

That would give domestic 
retail investors some 6 per 
cent of the total capital and 
create a useful precedent for 
Hungarian IPOs. The last 
significant Issue, by the oil 
group, MOL, attracted less 
than half the level of retail 
interest sparked by Matav. 

The response suggests the 
offering will back a trend 
towards postponement of 
emerging-market share 
issues because of uncer- 
tainty in world markets. 
That should please Ma.tav’s 


three principal shareholders, 
the state holding company, 
Deutsche Telekom, and 
Ameritech of the US, each of 
which is selling shares. 

There had been specula- 
tion the Matav offer would 
close ahead of schedule 
because of the level of 
demand already registered, 
but it is now to be held open 
until tomorrow. The final 
price is due to be set on 
Thursday, with trading 
starting on Friday. Bankers 
said the scale of the domes- 
tic interest augured well for 
a final price towards the top 
of the indicated range of 
Ft730-Ft845 a share. 

Also on Thursday, the Por- 
tuguese government is set to 
announce the size of the 
stake it intends to sell in 
Brisa, a motorway operator, 
and how the shares will be 
allocated. Late last week offi- 
cials indicated that demand 
had already been registered 
for 300m shares - some 20 
times the likely size of the 
issue. Brisa ’s institutional 


roadshow kicked off at the 
end of last week. 

The institutional offering 
for shares in Telstra, the 
Australian telecoms group, 
will close next Friday, with 
demand expected to be 
extremely heavy for the 
slimmed -down tranche on 
offer. Retail demand from 
1.8m domestic investors 
means institutions are 
unlikely to get more than 40 
per cent of the IPO. 

While the key issue for 
Telstra remains the price at 
which the shares will be 
offered, it was given a boost 
last week with the success- 
ful IPO of AAPT, another 
Australian telecoms group 
that secured a handsome 
premium for investors on 
Friday when its shares 
opened at A$SL20, compared 
to the issue price of AJTLS5. 
However, the AAPT issue 
was only worth about 
A$80m, while the Telstra pri- 
vatisation has an initial 
value of up to A$14bn. 

Analysts say the difficul- 


ties facing Asian equity 
offerings from the region’s 
financial turmoil should not 
affect Telstra. But with fur- 
ther sharp falls in equity 
prices at the end of last 
week, no issuer In a busy 
next couple of weeks can be 
sleeping entirely easy. 

The turmoil did claim one 
high-profile victim last week, 
however. An $800m issue of 
global depositary receipts for 
Gas Authority of India was 
pulled, but bankers said the 
delay was not surprising - 
the government was always 
inclined to cut the size of the 
issue rather than price it 
more cheaply. 

With several other large 
issues in the pipeline, that 
episode could cast a cloud. 
Officials insisted a GDR 
issue by MTNL, the telecoms 
giant, was on schedule, with 
roadshows to begin later this 
month. But several bankas 
suggested the government 
may have to be more flexible 
on pricing to attract solid 
investor interest 
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MARKETS: This Week 


/ 

RUUikFURT By Andrew Fisher 


TOKYO By Paul Abrahams 


All eyes will this week be an 
the outcome of the US 
Federal Reserve’s meeting 
on Wednesday. Fears that 
the Fed’s Open Market 
Committee might raise 
interest rates were fuelled by 
data released on Friday 
showing that US 
unemployment had fallen to 
a 34-year low of 4.7 per cent 

Adding further to the 
inflationary implications of 
the data, average weekly 
earnings increased by an 
annual <L 2 per cent, the 
highest figure since 1989. 

However, Wall Street 
analysts are forecasting thqf 
FOMC members are likely to 
decide raising- rates in an 
attempt to cool down the US 
domestic economy would 
add to the on-going turmoil 
in global equity markets. 

They say the deteriorating 
outlook for Asian economies 
is beginning to show up in 
the purchasing managers' 
surveys of export orders, 
which have dropped sharply 
in the past two months. 

Salomon Brothers, the 
investment bank, says: “On 
balance, despite the tangible 
threat of near-term domestic 
overheating, the need for 
significant additional 
restraint over the next year 
almost certainly has 
diminished." 

However, in the 
longer-term analysts are 
forecasting a rates rise. 
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Bankers Trust says that “the 
fundamentals of an 
overheating economy clearly 
argue for higher US interest 
rates. Indeed, the longer the 
Fed delays, the more it may 
ultimately have to tighten". 

On Thursday and Friday 
traders will be looking for 
the release of the Bureau of 
Labour Statistics’ report cm 
third-quarter productivity 
and its survey of producer 
prices last month, and the 
Commerce Department’s 
advance report on retail 
sales in October. 


The UK stock market, 
battered from east and west 
in recent weeks, will once 
again he casting a nervous 
eye overseas. 

After Friday's strong US 
employment data, investors 
will inevitably worry that 
the Federal Reserve Open 
Market Committee wDl be 
tempted to raise rates at its 
Wednesday meeting. 

Domestically, the renin 
interest will lie in whether 
the ton it of England will feel 
the need to tighten monetary 
policy another notch, after 
last week’s quarter-point 
rise, by increasing rates in 
December. 

Soane clues will be found 
in today’s producer prices 
i figures, tomorrow's British 
1 Retail Consortium survey, 
and retail prices data and 
average earnings numbers 
cm Wednesday. 

But analysts will be poring 
over the Bank's inflation 
report on Wednesday, which 
should show why it felt it 
necessary to move last week 
and will indicate its inflation 
expectations over the next 
two y ears. 

The FTSE 100's drop of 
1 L 2 per cent since its peak 
in early October has not 
exhausted the confidence of 
the bulls. 

Mark Tinker, UK strategist 
at UBS, says he stfll sees fair 
value for the Footsie in a 
range between 4^00 and 
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5^00 and be expects the 
markets quickly to climb 
back into that range. 

'T see no underlying threat 
to profitability or any danger 
from the ln pg pnri of the gilt 
market." he says. 

It is easy to forget 
corporate news amid the 
market mayhem, but amn p g 
the companies reporting this 
week are Allied Oomecq, 
BAA. Burton. Cable & 
Wireless. Commercial Union, 
Energy Group, General 
Accident. Rafttrack, and 
South West Water. 


With international investors 
still mesmerised by events in 
Asian markets, the German 
bourse will find it hard to 
snap out erf its sharp 
downturn this week. 

On Friday, the DAX blue 
chip index lost 2.6 par cent 
to 3,715, having been 3 per 
cent lower at one time. The 
dollar’s fell towards DM1.70 
did not help sentiment, since 
exporters have benefited this 
year from a weaker Goman 
currency. Analysts said a 
further fall in the dollar 
could drag the market even 
lower. 

Even if Investors' nerves 
become steadier, the current 
period of consolidation - 
compared with the OAX’s 
high of nearly 4,440 at the 
end of July - could last until 
the year-end, said 
Landes bank Rhein! and- Pfalz, 
it said German shares were 
still slightly over-valued but 
thought the market should 
obtain support from the 
broadening economic 
upturn. Sharp rises in 
company profits are likely to 
stimulate sluggish industrial 
investment 

The stock market will 
have a spate of corporate 
news to reflect on this week, 
with Munich Re. the world’s 
biggest reinsurer, holding its 
annnai press conference. 

Also reporting on progress 
are Henkel, Bayer, Schering, 
Puma, BASF, Veba and Viag. 
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7/11/87 «ra Montn ago c= 
B.75 


.’.tv.*; ■:( 


Complicated picture for oil prospects 


The verbal crossfire between 
Iraq, the US and the United 
Nations over Baghdad's 
refusal to permit weapons 
inspection teams including 
American members has so 
far failed to jolt the global 
oil markets. On Friday, 
December-dated crude closed 
on the New York Mercantile 
Exchange 38 cents higher at 
$20.77 a barrel, following 
President Clinton saying he 
was not hopeful of achieving 
a speedy end to the stand-off 
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But why is Iraq digging its 
heels in? The background to 
the tussle yields some clues. 
Under a UN-brokered 
arrangement, Iraq is allowed 
to sell oil to the value of 
$2bn every six months, 
about lm barrels per day. 
77115 deal is due for renewal 
in early December. 

Some specialists believe 
that Iraq may be showing 
stubbornness to - extract 
more sympathetic terms for 
future oil sales. 


Several factors in the oil 
market mafe*» jt difficult to 
predict with any accuracy 
what might result from 
Iraq's brinkmanship. 

The first is the onset of the 
northern hemisphere winter. 
Global crude demand is 
expected to climb to a record 
763m bpd, up 25m bpd on 
last year. Petroleum Argus 
says “refiners will need to 
draw on stocks to meet peak 
winter demand." But the 
deepening of the current El 


Nino abnormal weather sys- 
tem may mean above aver- 
age winter temperatures in 
the northern hemisphere, 
lessening demand for oil. 

The second is that supply- 
demand is thought to be 
quite tight; GNI analysts 
estimate a global crude sur- 
plus of 0.9m bpd for 1997 as a 
whole. If the northern 
nations experience a severe 
winter, the pressure will be 
on, particularly as world 
stocks are not high. 


A third factor is that if the 
current ripples in the global 
equity markets turn out to 
signal a more serious eco- 
nomic slowdown, global 
demand for oil may tall 
All of this adds up to a 
complicated picture. Oil 
futures have traded within 
$19.50421.50 for most of the 
year. Some analysts are fore- 
casting that, even if Iraq's 
present huffiness eases, $25 a 
barrel is not impossible in 
the short term. 


D-Mark eclipses dollar in new world order 


A new constellation of the 
world's main currencies is 
taking shape. It should 
become more apparent to 
star-gazers this week. 

For two years, the US dol- 
lar has been the strongest of 
the Big Three currencies, 
surging against the D-Mark 
and Japanese yen thanks to 
the strong US economy. 
Now, however, the dollar's 
luck seems to have changed. 

The recent stock market 
slides have hit the US cur- 
rency and yields are not 


offering tbe support they 
once did. . 

Alan Greenspan, chairman 
of the Federal Reserve, 
strongly suggested last 
month that the Fed would 
not raise interest rates after 
its .open market committee 
meeting this Wednesday. If 
the Fed did move after that 
hint, the impact on stocks 
could be violent 

The market’s focus is 
already shifting to next 
month's FOMC. US retail 
sales and producer price fig- 


ures for October, out on Fri- 
day, should provide dues as 
to whether the Fed will raise 
rates before Christmas. 

The yen remains pinned 
down by Japan's stagnant 
economy. The Japanese 
trade surplus, which for long 
shielded the yen, now seems 
less able to move the mar- 
ket But the yen could be- 
helped if balance of pay- 
ments and trade data emerge 
strong today. 

The D-Mark looks the 
strongest in the new constel- 


lation. European economies 
are recovering, interest rates 
are forecast to rise, and 
Europe is expected to suffer 
less damage than the US or 
Japan from any stock mar- 
ket slide or Asian recession. 

The German currency 
opens today at a six-mouth 
high against the yen and 
near a five-month peak 
against the dollar. German 
retail sales data for Septem- 
ber and wholesale price fig- 
ures for October are due this 
week. 


Tfcis. is the week to find 
out everything you always 
wanted to know about UK 
prices. October producer 
prices emerge today, retail 
_ prices tomorrow, and on 
' Wednesday the Bank of 
. England's quarterly inflation 
report and September aver- 
age earnings figures are due. 

Traders will try to guess 
whether last week’s rate rise 
was the last of this cycle. 
They will also be holding 
their breath to see whether 
the Korean won collapses. 


FT GUIDE TO WORLD CURRENCIES 
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Economic data will be thin 
on the ground. September 
retail sales and wholesale 
prices for October are the 
only indicators due for 
release. UBS Global 
Research said the retail 
figures should show an 
inflation-adjusted rise of 
around 2 per cent on last 
year, as a result of more 
buoyant demand alter the 
holiday period and calendar 
distortions. But this would 
not mark the start of a more 
positive trend in slack 
consumer spending. 


Japanese equity markets 
will be transfixed this week 
over whether the countries 
financial sector is heading 
for melt-down. 

Last week, the Nikkei 225 
fell through the 16.000 level, 
bringing the overall decline 
since the beginning of 
October to more than 14 per 
cent. 

At these levels most 
Japanese life assurance 
companies are insolvent. 
Es tima tes vary as to the 
impact on the banks, but 

many have lost any capital 

gains on their equities 
holdings, and some may be 
nursing losses. This will 
affect their capital adequacy 
ratios. 

The danger is that banks 
may react to the fail in the 
market - and the decline in 
their capital - by selling 
additional holdings in an 
effort to shore up their 
capital. 

This additional selling 
could drive the equities 
market down further. 
Analysts are also worried 
that some banks may 
accelerate their sales of 
cross-shareholdings. 

The broking sector is also 
a cause of concern. Last 
week Sanyo Securities, a 
second tier broking bouse, 
declared bankruptcy. There 
is considerable anxiety that 
other brokers could follow, 
possibly this week. 


Benchmark yield curve (%)■ 
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On Friday, bank lending 
figures are due to be 
announced which may give 
the first indication of 
whpther banks have reacted 
to their Josses on equities by 
tightening credit. 

The already fragile 
domestic economy could be 
further hit by a credit 
crunch. September's trade 
figures are also announced 
this week. 

The market will be looking 
carefully at trade flows with 
Asia following the currency 
crisis there. 


OTHER MARKETS Compiled by Jeffrey Brown 


HONG KONG 

Continued high money 
market rates and renewed 
weakness in regional curren- 
cies look set to prompt 
another jittery week of trad- 
ing in Hong Kong, writes 
Louise fjjms 

The expected start to a 
decline in interbank interest 
rates following the recent 
speculative attack on the 
Hong Kong dollar - which 
was successfully fended off - 
failed to materialise, and last 
week high money costs con- 
tinued to take its toll on 
stock market sentiment. 

The leading Hang Seng 
index is now almost 40 per 
cent off its August 7 peak. It 
closed on Friday at 10.104.5, 
but had spent part of the day 
below 10.000. Brokers now 
reckon support could be as 
low as 8.000, and the banking 
and property sectors are 
likely to suffer the most 

It has become clear that 
investors are also losing 
interest in China plays since 
attractively priced asset 
injections into red chips - 
mainland-hacked companies 
- show signs of drying up. 

UBS has downgraded its 


year-end forecast for the 
Hang Seng to 11,500. which 
would put the market on a 
1998 price/eamings ratio of 
11.5, almost half the rating 
for US equities and a 40 per 
cent discount to UK shares. 

PARIS 

The Paris bourse is closed 
today and tomorrow so a 
period of restrained activity 
looks in prospect. Recent 
trading has been defensive - 
but for Friday’s setback the 
CAC 40 index would have 
notched up a net gain last 
week - in spite of the truck 
drivers' strike which has 
begun to affect sentiment in 
a number of sectors, notably 
oils and motors. 

Corporate news has mostly 
been supportive, with a 
number of companies unveil- 
ing solid nine-month sales, 
although-’ the next few days 
contain little in the way of 
price-sensitive announce- 
ments. 

Wednesday sees the first 
day- of the newly constituted 
CAC 40 index with France 
Telecom and SGS Thomson 
replacing Bouygues and Per- 
nod-Ricard. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 
AJG [US) 

AcctlStaff (US) 
tnchape (UK) 

Camelot (US) 

Parity (UK) 

OK Radio (UK/Htmgary) 
Bodycote (UK) 

Kerry Group (Ireland) 
Investor Consortium 

(brtb 

Loral Space & 
Cammuraeatlon (US) 


SECTOR 


MADRID 

In spite or a recommenda- 
tion last week from Lehman 
Brothers, which raised its 
weighting for Spain from 2 
per cent to 6 per cent, times 
are tough for the Madrid 
stock market. 

The rally from lows hit at 
the end or October has 
petered out amid below' aver- 
age volumes. 

Worries about companies 
with substantial Latin Amer- 
ican earnings continue to 
dog investors, and domestic 
earners have become the 
first call of bargain hunters 
as a result- 

investor attention in the 
coming week should focus 
on Repsol, whose shares 
have been hit because of its 
exposure to Latin America. 
The oil group is due to 
announce nine-month fig- 
ures an Tuesday. 

Two other big investors in 
South America. Banco Bil- 
bao Vizcaya and Telefonica, 
are due to make presenta- 
tions to investors aimed at 
easing fears about their 
exposure to Latin America: 
BBV on Wednesday and 
Telefonica on Thursday. 


VALUE COMMENT 


Bangkok Investment 
(Thailand) 


Financial services $ 2 62 m 80% buy agreed 


Hunterskil Howard (UK) Business services $72 m 


NSP (PenjJ/CINP (Peru) Battling 

Unit of WH Smith (US) Retailing 

TefTech (USJ/PSI (US) Business 9 

Danubius (Hungary) Broadcast* 

Hooven Metal Treating Engineering 

(US) 

SDF Foods (Malaysia) Food 

Unit ot Siemens (Germany) Dental 

equipment 


Battling S66m 

Retailing 547m 

Business services S36.5m 
Broadcasting $21. 3m 

Engineering Si 2.5m 


Sateiites Mexicanos 
(Mexico) 


Communications n/a 


Woiseley disposal 

Coke restructure 
Selling The Wall 
Placing to pay 
DMG lead partner 
Cash purchase 

SE Asia expansion 
Non-core sale 


JV wins 75% 

stake 
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FT World Accounting Report 

FT World Accounting Report is a monthly newsletter providing 
an essential first read on international financial reporting changes 
and their practical implications for you. 

FT World Accounting Report provides you with: 

• accurate reporting of latest developments in international accounting 

• expert analysis of the issues 

• a monitor of national accounting changes and their relationship to 
international developments 

• comprehensive international coverage, including regular reports from 
emerging markets and other developing countries. 

Editor David Cairns, former secretary general of the International 
Accounting Standards Committee. 


Ten issues a year. £485 (UK) £515/US$876 (ROW) 

Call +44 (0) 171 896 2314 or fax +44 (0) 171 896 2274 HI 
for a free sample copy. mSp 

Or order direct from: financial TIMES 

FT Hnandal Publishing, Maple House, Financial PMiskmg 

149 Tottenham Court Road, London W1P 9LL, UK. iwifaif for i hr $fritul faunal in 


Financial Publishing 
Prmiduit mnuull iBfonmaiwi and nbinfirt 
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EftlEftCIMO MARKETS, ByJohn 


Estonia drags down Baltic 


The three Baltic states, the 
most reform-minded coun- 
tries to emerge from the 
wreckage of the Soviet 
Union, have liked to com- 
pare themselves favourably 
with the capitalist “tiger- 
economies of south-east 
Asia. Now. it seems, they 
may be suffering from some 
of the same problems too. 

The financial market 
instability that has hit Asia 
this year has wound its way 
around the world and 
shaken Baltic equities. The 
Estonian stock market, the 
biggest and most liquid in 
the region, has plunged 
more than 14 per cent on 
two separate occasions over 
the past weeks, dragging 
down the Latvian and Lithu- 
anian markets in its wake. 

Having soared more than 
400 per cent over the past 
year, Estonia's Tallinn Stock 
Exchange has now lost more 
than -40 per cent of its value 
since August 
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Burned by their experi- 
ences in Asia, foreign inves- 
tors have grown transfixed 
by Estonia's over- heating 
economy and its yawning 
current account deficit. The 
fear is that Estonia’s five 
year-old currency board may 
fail, loading to a Thai-style 
devaluation that would have 
a knock-on effect on both 


Emer gi ng markets: IFC weekly Investabte price Indices 
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Latin America 
Argentina 
Brazrf 
Chile 

Colombia’ 

Mexico 

Peru 1 

Venezuela 3 

Asia 

China* 

South Korea* 

Philippines 

Taiwan, China* 

India 7 

Indonesia 1 

Malaysia 

Pakistan 1 

Sri Lanka” 

Thailand 

Euro/Mid East 

Czech Rep 
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CONTRACTS & TENDERS 


*"■ PETR&LEO BRASILEIRO SJL 

yi| PETROBRAS 

ENGINEERING SSI VICE 

Executive Group for the Imptantation of the Bolivia Brazil 
Gas Pipeline 

INVITATION TO 

INTERNATIONAL COMPETITIVE BID 

PETR0LEO BRASILEIRO SA. - PETROBRAS will contract, 
through the Competitive Bid n> 578-9-040-97, the Compression 
Stations located In Araucaria and Biguagu on the south portion 
ol the Bolivia Brazil Gas Pipeline, necessary to supply the initial 
market demand of gas in this region. 

The bidding process shall be governed by the norms and 
procedures of the IRDB and (OB and alms at the 
complementation of the basic design, detailing design, dvll 
construction and electromechanical assembly, commissioning, 
pre-operation and assisted operation, with supply of all 
equipment and materials. 

From this date onwards, the interested Bidders, settled In 
member countries of the IRDB and IDB. can purchase the Bid 
documents by means ol presentation of receipt of deposit, in the 
name of PETROLEO BRASILEIRO S.A. - PETROBRAS. for the 
non reimbursable fee equivalent to USS 1,500.00 Cone thousand 
and five hundred do Hare of the United Stales of America) each 
one, with the Banco do Brasil 9.A.. branch PETROBRAS-RJ 
(code number 3180-1), account number 377.100-88, informing 
full company's name. Registration of Corporate Taxpayers 
number, address, telephone and fax numbers and name of 
contact person, indicating as well the Competitive Bid number. 
The interested Bidders may have further in formation and consult 
the Bid documents at the following address: 

PETRdLEO BRASILEIRO S.A. - PETROBRAS 
SEQEN/QASBOL 

Rub General Canabarro 500, 6 m floor 

20271 > goo 

Rio de Janeiro - Brazil 

Phone number; 55 21 566 57 30 

Fax number: 55 21 566 56 97 

The proposals shall be delivered at the above Indicated 
address until January. 14*. 1998, at 15:00 P.M., local time, 
their personal delivery being not necessary, however. In case 
of remittance by mall. PETROBRAS shall not be held 
responsible for non receipt of proposals within Uia established 
time. The proposals with delayed delivery shall be rejected 
and returned unopened. 

The proposals shall be opened in public session. In the 
presence of the legal representatives assigned by the 
Bidders, on January 15®. 1998. at 9:00 A.M., local time, at the 
above Indicated address. 


BHARATIYA RESERVE BANK 
NOTE MUDRAN LIMITED 

Sealed tenders are invted by the Bharatiya Reserve Bar* Note 
Mudran Limited. Bangalore tar SUPPLY OF 18,000 METRIC 
TONNES OF CYLINDER MOULD VAT HADE 
WATERMARKED BANK NOTE PAPER. 

Only the manufacturers of Sank Note Paper wftfi high quality 

watarmariibyCylndarMouUVat1BChnoltw^f e( ^ 1 ^ tot8 ™* Br - 
The tender documents can be purehaMd from the Managing 
Director, Bharatiya Reservo Bank Mudran Limited, Reserve 
Bank of India Building. 3rd floor, 10/3/8 Nnipathunga Road, 

Bangalorp 560001, againat payments USS 300 trRa.1D,80Qr- by 

Demand Draft in favour of Bharatiya RaeerveBank Note Midran 
Limited. Bangalore 560001 on or baton 1500 hf*. 1ST on 
15th December 1387. The Mnderdccumente can be purchased 
either by manufadurara dtocfly or through Mr authorised agonte. 
Sealed tenders in duplicate wfli be reoelvod upto 1100 hra- 
or 19th January 1938 and wiS be opened on the same day 
at 1500 hrs. 1ST In the presence of toe participant tenderers. 
Bharatiya Reserve Bank Note Mudran Limited reserves the 
right lo reject the lowest or ary of the tenders without assigning 
any reasons. (Managing Director) 
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Latvia and Lithuania. 

James Oates, eastern 
Europe analyst at UBS, says 
the Estonian stock market 
was certainly heading for a 
fall, irrespective of world 
market conditions. This 
summer's news that Estonia 
had been shortlisted for 
accession talks with the 
European Union had sparked 
a “feeding frenzy" in the 
share market, pushing prices 
to unsustainable heights. 

"Valuations In Estonia 
were becoming more and 
more stretched. And even 
after these falls, I think they 
have to come off a hit more," 
he says. “The long-term 
story in Estonia is still very 
interesting and attractive, 
but you have to buy at die 
right price. You do not boil 
over your economy without 
doing some serious damage. 
The economy will have to 
slow very sharply." 

In their defence, Estonian 
officials are quick to reel off 
an extensive list of differ- 
ences with what happened in 
Asia. Estonia might have 
been growing at a rate of ll 
per cent a year on the back 
of cheap foreign capital, they 
argue. But most of this 
money is long-term invest- 
ment capital targeted at 
export-oriented industry, not 
short-term speculative flows 
chasing over-inflated assets. 

Estonia's exports are ris- 
ing by 50 per cent a year, 
suggesting the currency is 
still competitive. Moreover, 
measures have been taken to 
cool the domestic economy. 
The Bank of Estonia has 
already raised banks' capital 
adequacy ratios from 8 per 
cent to 10 per cent and 


intends to lift them farther 
to 12 per cent. The govern- 
ment also aims to run a bud- 
get surplus next year. 

Gerhard Krause, econo- 
mist at Deutsche Morgan 
Grenfell, estimates there is a 
70:30 probability that 
Estonia will be able to stick 
to its currency hoard, which 
has fixed the kroon against 
the D-Mark at a rate of 8:1. 

"The macroeconomic 
imbalances in Estonia are 

among the highest in east- 
ern Europe right now," he 
says. "But I think both the 
bank and the government 
are working in the right 
direction to correct them. It 
will take time to see whether 
it all works out” 

In the meantime, interest 
rates, which were previously 
negative in real terms, have 
risen more than 300 basis 
points to above 8 per cent. 
That has squeezed liquidity 
tn the interbank market, for- 
cing banks and retail inves- 
tors to dump shares to raise 
cash, further depressing the 
stock market 

The timing of Estonia's 
market turbulence has come 
as a blow to Latvia and Lith- 
uania, which have both been 
slower to reform than their 
northern neighbour but have 
been rapidly catching up 
over the past year. 

Neither Lith uania nor Lat- 
via suffer from the same 
macroeconomic imbalances 
as E stonia an d their stock 
markets are also far more 
lowly valued. But Tonu 
Pekk, head of equity trading 
at Hansa Rank in Tallinn, 
says that regretably the 
“Baltic markets are still per- 
ceived as one”. 

Estonia's banks, which 
have expanded into Latvia, 
may start withdrawing cash 
to meet margin calls at 
home, ruffling the Latvian 
market. Both the Latvian 
and Lithuanian economies 
could also face increased 
pressure If the Estonian 
kroon were devalued. 

"Latvia and Lithuania 
may see some short-run 
instability but there should 
be a steady recovery in valu- 
ations," says Mr Oates, of 
UBS. “There are companies 
In Lithuania trading an 12 
times earnings. You can still 
pick up bargains.” 




PUBLIC NOTICES 


NOTICE PUBLISHED. BY THE SECRETARY OF 
STATE UNDER SUBSECTIONS 8(5) AND 10(6) 
OF THE TELECOMMUNICATIONS ACT 1984 

The Secretary of Son hereby gives notice as fallows. 

1. She proposes to gram to TetraUnk Telecommunications Limited and 
National Band Three Limited (“the Licensees") Bccnces under ibe 
Telecommu n icatio n s Act 1984 ("the Act") to nm 
telecommunications systems throughout the United Kingdom. The 
Licences will be for a period of 25 yean subject to earlier revocation 
m specified dreunmneu. 

2 . Ibe principal effect of the licences wffl te m enable the Licensees m 
install and run tdccomniunicatiaa systems throughout the United 
Kingdom. The I j cwwwet win he authorised tn connect their systems 
to a wide range of other systems, including TETRA systems outside 
the United Kin g d o m , and to provide any telecommunication service 
apart from broadcasting services, coodrtianal access services, and 
certain types of international services. 

3. The licences wiD be subject id conctitiou such iha section 8 of the 
Act win apply, thereby making the systems nm under the licences 
eiigiMc far designation as a public mlncomimmlciilon system under 
section 9 at the Acl & h the inaxnkin of the Secretary af Sate to 
designate each of the Licensees' systems as a public 

system. 

4» The Secretary of State prop ose s to grant rfio Kcences in response to 
applications from the Lic ensees for inch a licence because she 
considers that it will help to satisfy in the United Kingdom 

for the provision of services of the type authorised, and win promote 
the interests of consnmas in respect of the quality and variety of 
such services, and will maintain and promote ef fecti v e co mp ct a ioa 
between those engaged fa die prevision of iriecomm imitation 
services. 

5. She proposes to apply the Tcteconunmuearions Code ("the Code") to 
the Licensees subject to certain exceptions and conditions throughout 
die United Kingdom. The effect of the exceptions and condJttoos tn 
die application of the Code is that the Licensees win have duties: 

(a) to comply with various safety and env i ro nmen t a l conditions, in 
pawtaitw (with cert ai n e xc ep ti ons) to tnmii iinw underground 
or only on such above-ground apparatus as is already installed 
for any purpose; 

(b) tn comply with conditions designed to ensure efficiency and 
economy on the pan of the Licensees, in connection with the 

itpuir or wl w niiw of to «pj mm ii pY ' 

(c) to consult certain public bodies before exercising particular 
powers under the Code, httiutfirg the local planning and 
highway auth o r ities and English Nature, Scottish Natural 
Heritage, the Countryside Council far Vita, the National Trust 
and the National Trust far Scotland, as well as relevant 
eieetridty snppfios; 

(d) to keep and make available records of die location of 
uodetgroiuul apparatus and copies of the exceptions and 
conditions in the Uoence to their powers under the Code: and 

(e) to ensu re that sufficient funds are available fa meet certain 
hahilirtes anting from the cxocntioc of street wodes. 

6l The reason why the Secretary of State proposes to apply the Code to 
the Licensees is that the Llca»«s win need the statutory powers in 
the Code to 'mnui and wwtnuwn the telecommunication Systems 
required tc be kept irataDed and nm under the licences. 

7. The reasons why it is proposed that the Code as applied should have 
effect rabject to the e xc e p t ion s and conditions referred to above are 
dial they are considered reqttitite or expedient far the popose of 
securing ttal the physical environment Is protected, tat there is no 
greater damage tn land than necessary, thai die systems are installed 
as safely and econdmleaDy as pondhfc. and fan the Licences cm 
meet (and televart persons can enforce) labilities arising from the 
execution of wodts. 

8. Re presentati ons or objections may be nude in respect of the 

. proposed licence, the application of dx: Code to die Licensees and 
the proposed euxptkns mid aaditkats referred to shore They 
should be made in writing by 9 December 1997 and addressed to die 
undersigned at the Department of Trade and Indns&y, 
Gxnintinwarions and fnforniitiofl Industries OireoxratB, 2-65 Grey, 
1S1 B ixd ri ngham Palace Road, London SW1 W 9SS. Copies of the 
proposed licence can toady be obtained by writing to the Department 
or by ailing 0171 21S 1785. 

Roger Close 

Department of^ Tkado and Industry 10 November 1997 
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The international project 
finance market saw unprece- 
dented levels of business in 
the first half of the year. But 
increasing competition has 
chased margins to histori- 
cally low levels, just as the 
risk profile in south-east 
Asia has increased with 
regional currency collapses. 

At best, this is likely to 
redace business flows sub- 
stantially. At worst, some 
banks may suffer consider- 
able losses. 

Peter Luchetti, global head 
of project finance at Bank of 
America, said: "I think a lot 
of banks out there are going 
to take hits. Banks have 
been under-valuing volatility 
and in many instances there 
is not much of a spread 
between corporate credits 
and project credits. There 
has been a measure of Irra- 
tional exuberance in project 
finance.” 

The collapse in currencies 
throughout the south-east 
Asian region will clearly put 
pressure on projects that 
have US dollar costs and 
local currency revenues. 

The highest profile casu- 
alty so far has been Hope- 
well Holding’s $3.7bn ele- 
vated rail and road project in 
Bangkok, although the com- 
pany bad not raised non-re- 
course financing for the deal 
and has had to carry the 
losses itself. But a number of 
other postponed projects 
were already funded. 

Project finance deals are 
generally better protected 
than corporate loans, in 
spite of being non-recourse 


loans. This should provide 
some comfort for banks that 
have funded projects being 
put on hold in countries 
such as Thailand and Indon- 
esia. 

But as Robin Gibbons, 
director of structured 
flnanrp at Barclay Capital, 
said: "One has to be careful 
analysing currency protec- 
tion. Bankers may have a bit 
of paper saying there wiH be 
enough local currency earn- 
ings to cover US dollar obli- 
gations, but the company 
that issued the paper may 
itself be in trouble," 

Asia has been the Holy 
Grail for project finance, 
with estimates that it will 
require $l,500bn for infra- 
structure investment over 
the next decade. And a grow- 
ing number of banks have 
been competing tor business, 
attracted by fatter margins 
than on their conventional 
loan business. 

Kevin Files, global head of 
project finance at HSBC 
Investment Banking, said: 
"Where banka are hurting Is 
when they have built up an 
expensive project risk busi- 
ness which relies on getting 
deals - because there are 
very few deals.” 

China and India are the 
only two mam Asian econo- 
mies to remain relatively 
unscathed by the currency 
contagion in the region. 

At least projects tend to be 
res tru ct ur ed, as opposed to 
going into default, and there 
are already signs of this in 
Asia, particularly in power 
and telecommunications. 
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The key is therefore that the 
loans have been properly 
structured and secured. 

Thfa turmoil Is not alto- 
gether bad news for the 
more established bank s. 
Recent entrants may retreat, 
so there could be fewer 
banks competing for fewer 
deals' at more attractive 
prices. Indeed, there is 
already talk about banks 
shifting their attention to 
Latin America and Eastern 
Europe. 

"Margins are going up 
across the board - even in 
China, where arguably noth- 
ing has changed," said Mr 
Gibbons. Bankers estimate 
that spreads have increased 
by about 20 to 30 per cent in 
Hong Kong and have dou- 
bled in Thailand. 

Mr Luchetti suggested that 
the Asian turmoil might 
even be the necessary cata- 




lyst for the development of a 
substantial bond market for 
providing non-recourse fin- 
ancing for infrastructure 
projects in the emerging 
markets. 

Already, according to 
Standard & Poors, the rat- 
ings agency, there is $24.9bn 
of rated project finance debt, 
a 75 per cent increase since 
1995. Given institutional 
investors' appetite for higher 
yields, a greater acceptance 
of structured debt such as 
securitised bonds, and 
banks' desire to manage 
their balance sheets more 
efficiently, the creation of a 
new project finance bond 
class seems logical. More- 
over, demand Tor infrastruc- 
ture financing considerably 
exceeds the amount banks 
would be prepared to lend, 
notwithstanding the latest 
Asian economic slowdown. 


Recovery surprisingly elusive 


Holders of emerging market 
bonds have suffered sharp 
losses in the past few weeks, 
with the recovery of these 
instruments proving much 
slower than that of the main 
stock markets. 

Traders said the downturn. 
In emerging market bonds 
had caused more surprise 
than the shorter-lived falls 
on Wall Street and European 
stock exchanges. 

“A lot of investors were 
lightening up on equities, 
which had been perceived as 
overvalued for several 
months.” one trader said. "In 
fact, many people were buy- 
ing emerging market bonds 
because they seemed to offer 
more upside potential" 


Losses on some invest- 
ment banks' portfolios could 
amount to hundreds of mil- 
lions of dollars, according to 
analysts. 

Bond prices in several 
emerging markets have 
dropped by between 25 and 
30 per cent in the past two 
weeks, and. Friday’s volatil- 
ity led same traders to pre- 
dict more potential losses 
this week. 

Bankers said some of the 
worst losses were sustained 
by proprietary trading 
operations - which trade 
with the banks' own money 
rather than for clients. 

“Most of the selling we’ve 
seen in the last fortnight haw 
been by investment banks 


and hedge funds rather than 
by final investors,” said one 
bank official. "A lot of trad- 
ers panicked about their 
year-end bonuses and 
wanted to get out of the mar- 
ket as quickly as possible.” 

By contrast, leading insti- 
tutional investors, including 
pension and insurance 
funds, have mostly watched 
the volatility from the side- 
lines, bankers said. But in 
the past few days, portfolio 
investors have moved back 
into the market, snapping up 
paper for 25 -pet cent less 
than it was trading at in 
mid-October. 

One official said: "Fund 
managers can afford to sit 
back and wait for bargains 


to come their way. But pro- 
prietary traders have much 
shorter time horizons." 

Bargain bunting could 
continue this week, with 
buyers becoming more selec- 
tive. One US banker said 
investors were starting to 
differentiate between Asian 
bonds on the one hand, 
which remained under pres- 
sure, and Latin American 
and East European securi- 
ties on the other, which were 
“starting to have a life of 
their own". 

“Focus is shifting to 
Japan," he said. "If losses on 
the domestic market lead 
Japanese investors to start 
selling foreign securities. 
Asia would suffer the most” 
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NOTICE TO THE NOTEHOLDERS 

MBL International Finance 
(Bermuda) Trust 

(the “Issuer^ 

unconditionally guaranteed by 

The Bank of TV)kyo-Mxtsiibishi, Ltd. 

(formerly, The Mfoaihinhi Bank, Limited) 

US$2,000,000,000 

3% Exchangeable Guaranteed Notes due 2002 

(the “Notes”} 

It is hereby notified on behalf of the Issuer and The Bank of Ibkyo- 
Mitsubishi, Ltd. (formerly known as The Mitsubishi Bank, T.imitgri) 
as Guarantor of the Notes that the Exchange Price of the Notes will 
be adjnsted as from the below-mentioned Effective Date as follows: 

• L Prira hnmftdhfa^y mi* nri jno +nwrt- USS20.95 

1L ’EVwflumg a Prioo imirwwWnrely after Mirii grij TiH +mpnfc- US$15.02 

3. Fads reqmrmgmito adjustment: 

ISarket Price Adjustment trader Section 1L4&1 of the Indenture 
concerning the Notes. 

4. Effective Date of such adjnstmffiit: November 30, 1997 

The above-mentioned adjustment ia subject to any event which may 
take place through November 80, 1997 and requires a separate 
adjustment of the Exchange Price; in which case, farther notice of 
adjustment of the Exchange Price incorporating such subsequent 
adjustment shall be given promptly thereafter. 

By; THE BANK OF NEW YORK 

as Tr*wtM,PrhuapalPayi*QAffcnt, 

Rtyvattvr&d Sfcm CtotM&aa 

November 10,1997 
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FIDELITY FUNDS SICAV 

SocifaS tnmertuseiDeai ft Capital Vtaiabk 
Kmwn llfc House - Place de I 'Entile 
B.P. 2174, L- Kd Uneaboan 
R.C. No B 34036 

FideEiy Funds SICAV has declared a quarterly dividend in aspect of 

shanstfF?dciityFan<te - Sterling Bond Hud held at ckxe of badness on 

Odoocr 31 , 1997 . The (fivideod amoimc, bearer coupoa Dumber bay- 
moB«Breoqf ore as iralicarad below. In die case of registered sl*£L 
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SterUng Bond Pttnd 


PAYMENT 

CURRENCY 


DIVIDEND COUPON 
PER SHARE NUMBER 




taanyi ^ cur ^i a ^«»i W of 

Paying Agtan in Ijixembom^: 

BANKERS TRUST LUXEMBOURG S Jl 
P.Ol BOX 807 

14. BOULEVARD F.D. ROOSEVELT 
IXM50 LUXEMBOURG 


Paying Agent in Ireland: 

Bradwefl Limited 
41-43 Sl Stephen’s Gran 
DUBLIN 2 


Paying Agera fa Sweden: 

SvautarHaadelsbenken 


10670 STOCKHOLM 
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(U 

2.103 

0*88 

0*41 

am? 

0099 

100 

0115 

0414 

1041 

3*12 

0445 

0033 

0035 

0084 

0060 

7.401 

0052 

(FI) 

18*0 

3*75 

2*68 

0*87 

0*42 

8701 

1 

3*08 

90*8 

74*4 

3.872 

0724 

0*07 

0734 

0*20 

6440 

0449 

<NK» 

50.75 

01380 

8*35 

2438 

0*48 

2413 

2.773 

10 

251* 

207* 

1074 

2*06 

0*51 

2*38 

1442 

178.6 

1*46 

m 

2020 

3.726 

3*78 

0*79 

0*73 

9608 

1.104 

3*61 

100 

62.73 

4*75 

0799 

nr» 

0*10 

0*74 

71.10 

0488 

(Pte) 

24.42 

4*04 

3*63 

1.183 

0457 

1181 

1*34 

4*12 

120* 

100 

5.163 

0868 

0409 

0*80 

0604 

85*4 

0589 

(SKr) 

4T25 

8.716 

7*88 

2*90 

0*84 

2247 

2*62 

9*12 

233* 

193* 

10 

1*70 

0,782 

1*86 

1*43 

186* 

1.180 

(SFr) 

2527 

4.862 

4.101 

1*25 

0473 

1202 

1*81 

4*81 

125.1 

103* 

5*48 

1 

0424 

1*14 

0.718 

88*5 

nr&c 

« 

5964 

11*0 

9*78 

2*90 

1.115 

2638 

«mat 

11.75 

295* 

244* 

12*2 

2*60 

1 

9 909 

1*85 

209.8 

1.464 

(CS) 

24*3 

4^8 

4*45 

1*06 

0*66 

1185 

1*62 

4*13 

12*4 

102.1 

5*75 

0*88 

0418 

1 

0.708 

87.75 

0.012 

w 

3520 

6-482 

5.711 

1.706 

0*58 

1673 

1*23 

6*36 

174* 

144.1 

7*48 

1*83 

0*80 

1412 

1 

123* 

0.664 

M 

28.42 

5241 

4*11 

1*77 

0*31 

1351 

1*63 

5*00 

1407 

1164 

5013 

1.124 

0476 

1.140 

0*07 

100 

0607 


40.74 

7*15 

6*11 

1*74 

0762 

1837 

9990. 

8*28 

201.7 

166* 

AB» 

1.612 

0*83 

1*34 

1.158 

1434 

1 


Dmtaft Kierer. Freeh Fnrc, Nonngkn Kronor, and Saadah Honor par 10E Boighn Free, Van. fat 

■ D4MBK RIWIM5 (IMM) DM 10SIOOO per OM 

Opan Sattprica Change High Lore EaLvol Opart int 
Doc 0.5815 03874 +00060 03605 03803 22373 71340 

Mar 0.5811 03902 +03060 05823 05606 327 2399 

Jui - 03027 +00060 03830 - 1 2357 

■ SWISS FHHC PVTURKS 0MM3 SFr 126,000 prr SR 

Dec 07108 07220 +03111 07258 07104 9.777 44.669 

Mar 07302 07285 +0.0111 07325 07243 41 2347 

Jun - 07349 +00111 07360 - 1 285 


Previous re/B+cL.caat 


trn t/S OPHOW0 E31 350 (cenls per pound) 

CALLS PUTS 

Dec Jsi Nov Dec Uan 

238 129 054 133 2 JH 

239 2.78 031 2.00 103 

134 239 146 2.60 160 

t* Pia* rVa . Prev. (fay*a opan H. C«a> iH fta* nla 


■ JWA««iWaiWmiWK9(94M) Yen 123m per Yen 100 

Open SaO price Change «gh Lore Eatvol Oparrlnt ■ H6^BBJ>HU «E MMg» OWIOIW DMK30C par DM) 

Dae 0*170 03082 -00068 03170 0.8084 17.185 120433 S&fta — ■ CALLS PUTS - 

Mv 08230 03201 -00088 03268 03195 277 13S4 Plica Nov tec Jan Nov Dec 

Jun - 08312 -03069 - 08325 31 298 nratn p.sft 1.29 \£2 ai5 050 

^ „ 0865 032 099 134 033 0.70 

M IIIMB PUIUMI CMMi flB23DPparC n Kpn nx; O.74 i nn n*^ ny; 

nni7 1JM0P 1./S004 40.0010 1393 0 13600 10346 50253 • 0*^ vnl, aM on Ma n)6- ftm. «W« epan H. ftM Ida ireta nV 


13756 +03026 1.6800 1.6710 


0*185 

0*325 

277 

SI 

1*64 

288 

1*806 

10*46 

44253 

1*780 

238 

612 

1.6710 

1 

74 

- ' 

• . * 

• *' 


SUte 

Price 

Nov 

- CALLS - 
Doc 

Jan 

Nov 

- Pins - 
Dec 

ten 

0680 

086 

1*9 

1*2 

016 

0*0 

0.74 

0*85 

0*2 

089 

1*4 

0*3 

0.70 

0*5 

0500 

029 

074 

1*8 

n 

095 

1.19 


OTHER STATISTICS 


STOCK INDICES 

• -WO - Stare canm 

ttor 7 Ma»8 Nor 5ttov 4 Mm3 lore Hgd Lore 

FT5E100 <754* 48633 48083 48874 49064 SH13 40566 BDU 96S3 FT® FteWMi 

FISESO 45383 4G0Q4 4686* 4674* 46633 4B6M 43882 4NU 13704 FTSEBnOKtIOO 

TOE25D«rr «783 4713.4 4718* 47054 4692.7 4366* 4S80 l 7 4K* 1378* F1S&nUtfc2B0 

FTS 350 2810* 23515 28713 2366.1 23664 MSA 2017* HU G6LS FT 30 

FISEITimng 2807JB 2SZ291 282S30 23a.7D 232023 MH20 717120 2«K*0 13S8J0 FT Son ScoCBaa 

HSEamacvor 2321 *723216* 2229.14 2327*0 m&utmzj* 2130*2 awinnassjB ft Rad Hare 

FT5E AI-SNn ZW48 230595 2S22.11 231&B23H9B MM! 19MJBH8ZA1 01*2 FT® ScB Mhaa 


-1087 - ana 

Hot 7 Wb» 6 Nm5 Nat tt»3 IW Iw Hgt 
12EL97 1Z7307 1272*7 1271*8 1257*8 INKS 122343 IMS 
247344 252738 2589*2 2520*1 2516.45 2791*0 W3W0 279U0 
247940 2531 S3 25(1.13 2S3B36 25«*S Z7WU7 1847.11 2705*7 
3106* 31623 31383 31703 3171* 3430*2670*9 MU 
93*3 00*6 0000 ltn*I 09*2 161*3 0*1 12740 
13233 132.13 13227 132*5 13254 133*4 113*5 030 
1161.15 1205*3 1222*1 124155 1256.75 2074*1 12BJSSK0f 


RIGHTS OFFERS 

toaua Amotrrt Latest 

price paid Rerun. 1907 

p up date Mp h Lore 


37 W 18711 

185 1* 17711 

45 M M711 

265 Ni 12711 

360 NI 27/11 

21 NI 25711 

115 NI 11/11 

pm pnoiren. 


18/11 38725*1! 11 1 2jxn Aden . 

17/11 I6*2pm 3pm CmHry Gardena 

14/11 5pm l^2pm JoudanT 

12/11 43*ipm ZCPjprn Lamndon 

27/11 11pm 8pm Mayer HI 

25/11 * J 2pm 2pm Recoffi«onSl» 

11/11 13 1 apm 542pm Dicta 


Closing 
prtcep +cr- 

13Ja*n 
4%»n -3 

37*2pm 

2pm -*2 
5 J 2pm 


LONDON RECENT ISSUES: EQUITIES 

Issue Am Mil . One 

price paid aap 1907 price Net Or. Gre P/E 

p in (Em) Ugh Lean Stock p +A tjv. cm. yv net 


BANK RETURN 

BANKING DEPARTMENT 


CapBat 

PuMo depoeks 

Bankers deposte 

Rgsarw and other aecouiB 


OovOTtn a rt aecurBfes 
Advance and oarer a c co u nt a 
Premiae. equtpnrent end oarer 1 
Notes 

Coin 

ISSUe DEPARTMENT 

UMtOntea 

Notes K cftcutadon 
Notes m Banking Department 


Ottwr Government sacurittva 
Other SaoalOn 


UK GILTS PRICES 


W e dnesday tncraaso or 

Novambv 5, 1997 decrease farwa* 

£ E 

14*53*00 

1^86,1291203 +174^45.187 

2,716,785,712 +9*07397 

1216*88,186 -32*09*38 

7*33*67*81 +151*73*38 


§ F*. 
FP. 
FP. 
FP. 

? 150 FP. 
128 FP. 
IS FP. 
§110 FP. 
§66* FP. 

■ FP. 
§115 FP. 
25D FP. 
70 FP. 
FP. 
§245 FP. 
§147 FP. 
§79 FP. 
§110 FP. 


• - 102^ 
1*00 30*2 

07* 17lj 
one ■ v 
647 15312 

ns* tni* 

16* 1781s 

fits Wlz 

27.1 1CEI2 

oas ra'j 

16* 17012 

483* asah 
273 Bali 
5344 2180 
150.1 26712 
1017 17712 
5*0 97la 

56.1 1171j 


10012 AswMnZOaDv 10U* 
291* BS'B' 281* 

16*2 iBucterd h» 171* 
8 TBucfctendhv Mil 10 
1531* TOresco Hi 153^ 
105 Ho*aaa Place IS&i 


- - 

IT* - - 

10 - - 

1531* - - 

15812 -1% L1C 20 


* 18212 UectMqre IS5I2 

2 37)* Lflfces6rC2y aft -2 - - 

2 Bft jlArtxroogh am ItClj b- 

2 7ft TUetaJsrassia Sft +1 - 

2 140 tNS8 Rem 9/S 1074 L1.15 1* 

2 225 Newsquev HftreJ W54 10 

* S3 NoBTem Forest 60 - 

0 2120 Nycomed Am WV 2130 -421* 1&0 2* 

* 245 SH- Group 281b LW4* - 

* 157b LBrafratne 17ft -1 R15 2.1 

* 8ft IWeether Acbon 07b - - 

3 lOebXar 110 

•ritBL § naiAg prtca. * teatcSn Fa a fid enXan 
re The London Stare Serves noiaa. 


TBADmONAL OPTIONS 

FUstDeaBnflB Nov 2 

Laat Deafings Nov 14 


Nov 3 E*pky 
Nov 14 Setdement 


1*59*12*25 
4*52*85*00 
1*16*05*26 
.‘ 5*00*74 
142*14 


-21.126*00 

-46*96.160 

+225447*79 

-6*65,738 

+13*85 


Cteic ABad Irish Bks, Antonov, BTQ, Brit Bkttach. Cefcn Energy, Colt 
Taiaeem Dana Pa^ HSBC, Pan Andaaix PhonaUc, Seers, Shaft Trass, SMaid 


7*83*57*81 +151*73438 


FTSE GOLD MINES INDEX 


22,164*9*786 

5*00*14 

22.160*00*00 


-33*34*34 

-6*65.186 


% rtf Kef 

dace MU tea GoU tat* HE 
3UI2M tea Nteas *dd % n*o 


t tariax (33) 11BL16 -364 31*6 100*6 2*9 


11*71*48*11 -8*13.729.168 

10.888*51.180 +2*73.728.160 


22.160000*00 


•40*00*00 


■a mu tare 

- 1995.11 1181.16 


AMa (15} 119153 -43* 7*6 2271 117 21*5 25QL51 119232 

taUraUa ffi 113196 -415 114 9*1 3*3 14*3 2217*0 113138 

North America (12) 115845 -313 21*6 67.47 1.16 4111 1639.77 1150.45 

GoMltaftL FISC traanrede nd Draftee! 1987. Al rietea rearevad. Rgoea ki fcrsckos drew 
limber erf companiaa. Basia US Dcftats. Bare IMuaa: 1CD0X0 31/12/92, t Partei. 


m tat ttasa m n- 
Maa Meat +A- Be 8» ri he 


Vk% Met 
Hdac Mat +A- £» 


ereat Ur Oty 
rite sri ho 


Strata- thaeapteFtaVratd 

Tie»4%pcl8SB« J7S 

sSE 


.»*= a 

tm nun *A 


OnillAiiKnn 


f« 61 000 49270*7 

<1 ISO JflSJaie 
rl Bll» MOW* 
-,« S35 IMOSaso 

-3 WOS w*26*2fl 
-fl 1*00 JJ15JK15 
mm — VDQtabteOa 
106A -4 1090 SS35H20 
19tf -3 1*52 NrlS MTU 
BSA «J M* 

10s i^Bnawa 


1NB3%B:2a»— -i 
Cent We TMOtf-.-. — 
TUB 1396 
Tra* I4 KT9S6 -T 

TMteeaBODtt 

ItaaaUpc 
Daw ! _ 

cmHrisaan. 

TaaaTpeJDCn « — - 
Ertta e«9M — f 
oasrenra — t 

1«* 7pe?0iSPf 


-A 103 MB MS 

-4 4S56 mm 
-£ 1171 J9T4M4 
-2 m *23*122 
i5 6BD0 MM7 
_ 3*00 aOchMr 

>5 mmaSw 


-s 3 Jai2J)fi2 u - 

-j 35 AM JUtO 317 - 

-i T27S3 MM 744301 
TOM -J ns 702 jm »J - 

lill S 2l*6l14(flt .110 - 

100B +5 3*00 aax w - 


TH»1JVOC8DfiO-8_iJ 1«i -& 53 

Titea items 1151, -0 £503 

329 17M T»«n«2SC?O0H— . ITli S 1*20 

ssun Tnaa tape 2PM * llffl -t 23 1 

15«E9 Fnfag ft« W9M- -3 543 

«WgCav»^cSBB4 1154 -* VW I 

TWa5tdca30<*» iflft -* 1GD0 1 

151288 OBNftisSBS—— ■ T»4 -J 4*«2 I 
. 3173035 em»1»2jc2«BL_* 12% -3 33 I 

145120 TtiMl3^e2D0«_ S7IS -5 WWI 
Tnaaftv&E#. — «1* -3 «U» 

Ore H.PO2O06 i 12% -4 01 

neaaTfecZDOSf* 1SR -A 11* SO 

1ta7%962006tt 1074 - 4 4*06 

nadtec2082-6tt — i«5 
lMelilgczOBW — 121& ~ £ 

,, Tt*a»ftp:20B7« -4 7*07 , 

- taa7W68W7» 1NBMW 

TiB«13%l«2BH-fl-jf iMi -3 95! 

ns 1390 T» tec arati iiQ +2 SRI i 

2U40« TtaM39C*m 1114 i3 14501 

Jura — “» ~ 2 ***' 

_ CBteSpcteZBili* — 1214 -* s*n, 

317 - 7/rn 9fC 2012B 12S&* -* & 360 

24430M Tfta*B>z9ca)06-13tt- 01% — . 1*00 1 
~ TtaTKpciMMSt*- 118% -* SOS. 


1 Coarftpe'ffi 
Traa>3tcT6i 

Cereditljpc 

Tm.2%jK_ 


ftpeTtt* — 035.1) 13 


(»i Flguae In paenaea shore FFl Mas tor War* 0a 6 
m utts prkr » tesi*} tni have haw a4utad id rated 
mcadng d (PI to 10Q In FebnHy 1987. Comerata n teacr 
1845. RPI lor Fetnary 1807; 155* and For Septfltnber 1997: 
1581 


Other Fixed Interest 

talitel10ta2D0g_ 1264 i5 1KHC4S6M *2 


RretaBhaaftYura _ 

lt«eatee20Wtt- — - 10 ® 
m 'em' a to«* 

cafcutatad * • Rtov a» Ririftr he 


Bteaiftpcani ISftM — 

LBBteWsfs25W M3** — 

inti ~2 6.100 ik27Sc27 220228 Unmni%ctred 50 _ 


45 HyiSUnS 20.101637 

w ... 40 toiocl 100 3146 

mmflps2«St#— — U3S ~2 6.100 1k27 Se27 220228 Umodi^KtiBd 50 _ 5 >* - 

a MMJBW M - WaB0K2»Stt 1138 -^1 11737 JS70a7 2SL54S92 ^teC70 a.— — ■ 43 S Jam 

aj 1 *! T«.IW»DJ_ ws „ T9«S«S mregfes— - ’*& Tl ilSt f fig 

n *MHjT »4 - BehttPSOIMT— A 13® -2 57 JbU D ol2 30 - IMkAta3%x2021. lSl', -3 60 M0M8 1«3*S 

. B0OQ JttODtlO 3U2D10 TMBSicBBIP lift ■*! TUB JB7DS7 295 - 4^1%* 15ft -3 SO tafflfifiS H.7 - 

Mktato W» ratetten. E Awatai baate »d Bt dMdenL CUtag nSdfrties am ttoan parade par cuo ncarind cf rarax wtaeMp pararesapa chanpaa are 

Ha. j Wdn price. 


UK INTEREST RATES 


LONDON MONET RATES 

Nov 7 Over- 7 days Ona Three Sbt One 

nigftl notice month months months year 

Interbank Starteg 7h - fl^t 7 A - 7& 7/, - T,\ 7 ft - 7, T . 7ft - 7& ?\ - 7% 

Strafing COa - - 74 - 7*8 7* - ?£ 7% - 7ft 7ft - 7% 

Trwmsy B«a - 7^ - 71* 7^, - 71, 

Bra* ns - - 7^, - 7lg 7ft - 7ft 73a - 71, 

Local authority Heps. 6^ - ft 7 - 71+ - 7ft 7ft - 7& 7Ji - 7*. 7t - 7JJ 

account Market decs 7\-7 7X,- 7 


SV) Sg SS 


2 SLBOfl FT London 

hriarbank nd ng • 53 i\ SJ ij 

week ago - 5^ 5%. S-J 52 

03 OoSar CO* - 5.46 5.49 5*3 5.66 

week ago - 5.46 5J9 555 5.70 

ECU Itoiad Ds - 4ft 4fi 4M> <2 

weak ago ■ W 4S <!! - - ■ 

SDR Linked Da 35 3« 3% 4£. 

week ago 33 3K 3S 3J! 

S UBOR Mertank Buss nere m ottarae rare tor Store auotad to the rearVrn by lore 
I rare cn ee mm ra lion seen Mthg day. The bawa JO Bwkere Tort. Bore o> Tokyo 
MtaubtM. Braotaya and Nedonra W branre cju . 

wreanatrekiMareiac Money Raua. uSS an ECU & son Lrtrea twran ©4. 

EURO CURRENCY INTEREST RATES 

Nov 7 Short 7 days One Three Six One 

term notice month menthe months year 

Bdgran Franc 3^» - 3ft 3fi > 3% - 3\ 4-3% 4^ . 3li Jj’: • 4,‘, 

DBrtoh Kmno 3}2 - 3J1 3% - 3* 3V 31, 4 - 3^ 4*, - 4* 4J3 - ■»« 

German Mart- ft - 3% ft • ft ft - 3)1 3jt - 3,1 ft - 3?i 4>+ • 4i| 

ouch GuDder 33, - 3^ 3>a - 3% 3l 2 - 3ft 3f* - 3ft 3C - 3}‘ 4ft - 4ft 

French Franc 1* - 1 ft - ft 3H - ft ft ■ ft ft - ft 4ft - 4ft 
Pmuguae Esc. 5ft - 5V, ft - 5ft ft - 5,', ft - SJi 51, - 5,1 5>s - 5ft 

Spanish Peseta 5ft - 5ft ft - 5ft ft 5ft ft - 5ft 5ft - 5 4j; . 4ft 

stamg 7V, - 7le 71® - 7»a 7lj 7\ 7*, - 71* 7|i ■ 7W rjj - 7,'i 

Svssa Ft*C lit - 1>= ijj - lift 1[J - U2 2ft - 3ft 2ft - 2ft ■ 2'« 

CaruKfen Doter ft - ft 3ft - 3ft 3ft - 3ft 3ft - 3« 4ft - 4ft 4ft - 4ft 

US Dcilar 5ft - 5ft 5^ -9ft 5 s ! - 5ft S^a ■ 5ft 5k - Oil - 5t 
Italian Lira 63, - 6lj 63, - 6ft 6ft - 6ft 6ft ■ 6*s 6ft - 6,i 5ft 5?* 
Japanese Yen ft - 1 2 ft ■ >2 *t-H ft - 3s ‘j ■ >s U - % 

Aden SStog 2-1% 51,-5 5l* - 5V, bl; - 5>, 5l 2 - 5>a S> 2 - 5 1 , 

Short tarn Mas are cal tor the OS CMoi rare Von. ethos two daw noittt 

■ THICK MONTH EURODOLLAR (IMM) Sim punts of 1O0% 



Open 

Seopncs 

Change 

High 

Low 

EsL vol 

Open n. 

7fc - 71J Doc 

94*2 

94*1 

-0.02 

9425 

94.1B 

67*60 

532.323 

Mar 

94*0 

94.17 

-0.03 

94*4 

94.15 

55.601 

421*53 

Jun 

84.14 

94.12 

-0*2 

94 18 

94.00 

50206 

343.509 


UK (taring bar* 


base lending rate 7V, per cent from Nov 6, 1997 

Up to 1 t-3 3-6 6-9 


Up to 1 t-3 3-6 6-9 9-12 

month month months months motets 

Certs ol Tax dap. (0100*00) 5*1 5 5 43, 

Grata d Tax stop, indar C1QCUX0 is 2>2pc. Oaposea wa ttovre n tar cad) l^pc. 

Are. tarater ran el cteeoiaa an Nor 7. 7*iB5pc. ECGD traed rate Sttg. Export Frara. Mttra 
I4><tay0et31, 1697. hgnrai ram tor period Nw 26. 1B97 re Dec 23. 1997. Scharae B BJapc. 
Rataranca rraa tar pertod Oct 1. 1897 to Oct 31. 1097. Schemas IV A V 7J44pc. Franco 
Horae Base Mi 7ljpe from Nov 1. 1097 

BANK OF ENGLAND TREASURY BILL TENDER 

tew 7 Oct 31 tew 7 Oct 31 

B8s on (rite noon Cl 00m top accepts rate 7 0994% 6*390% 

TOW of appacaSons £S20n ESOBm tea: rate at dscurt 7J3SOB% 68909% 

T«d stecslB} ClOOra ElOQa teraaga yieto 7*166% 7*306% 

kin. anspnd bU 130230 £96*70 Offer st (KU Knur £100 a Cioont 

Ntahnrat tri mb. Met 66% 17% Mh. tecejn. bU a days 


■ US TREASURY BILL FUTURES (IMM) Sim per IQOh 

Dec 95*1 94.98 - 95.01 94 95 1*06 4.501 

Mar 95.04 95.05 -0.03 95.09 95.03 208 4*59 

Ju, 95.00 94.98 -0.04 95 03 94.98 33 510 

Al Open MereM Ups. are tor preAxn day 


BASE LENDING RATES 


■ Pound !b New York 


ttov 7 

-■Ooh -- 

-Pm. doss 

Cteot 

1*890 

1*885 

1 ntt 

1-B866 

1*871 

3a4b 

1*617 

1.6822 

i yr 

1.8505 

1*6)3 


FT GUDE to WORLD CURRENCIES 

The FT Guide to World Currenc ies 
table can be found on the Merisras 
page in today's odtoon. 


Adam & Company 7*0 
Afead Irish Bank (GB) 7*5 
•Henry Ansoacher 7*5 
Banco Bfenc Vbsaya 7*5 
Bar* Ol Cyprus 7*5 
Bartaotbatend 7*5 
Bateollnda 6.75 

Bank of Soodand 725 
BaretoysBenk 7*5 
Brt BkdMd East 7.00 
•eroraiStetay&CoUi 7*5 
detank NA 725 

ByOeastole Bank 725 
TheCo-operedveBart(7*5 
CtMb&CD 7*5 

CypnraPopuferBank 7*5 
Duncan Lavrie 7*0 


EMdnTiustUmned 8*5 
Rnaroal 1 Gen Bat* BOO 
•Robert J=te7*v & Co 7*5 
•Gumess Mahon 7*5 
kttb Bank AS Zbnch 7*5 
•Harnoros Bank 7*5 
Heritable & Gen Inv Bk.7*5 
C. Horae » Co 7*0 
Honghong & Shantyrel 7*0 
bwBStec Bank (UK) LU7*5 
Juian Hodge Bar* 7*5 
•LacpoU Joseph & Son* 7*5 
UoydaBarh 7*5 

Mcbnd BarA 7*5 
NaWesnrw sia r 7*0 
•ffoa Brothers 7*0 
Royal Bkol Scotland 7*0 
Saaish Widow Bar* 7.00 


•Singer & Frwsandra 7*5 
•Snrti & warren Sues 7 JS 
Sun Banking Cotp Let 7*5 
TSB 7*5 

UntedBai*oiKimair*5 
UnriyTruaBanhRc 7 00 
Whteaway Laidbw, 725 
Yorifihae Bar* 7*5 

• Membrasol London 
investment Banking 
Assoatoon 
* tn aarntraspa aon 



All Futures, Options 
& Maigined Forex 

Cotxacl: James Alhua 
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Rockwell investors have 
seen sales and earnings 
growth in our electronics 
businesses of 21 % and 
30 %, respectively, over 
the last five years. 
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MONDAY 


Foreign affair 

European Union foreign ministers meet 
in Brussels to discuss plans for EU 
enlargement, and particularly how to 
deal with the problem of Turkey, which 
has applied for EU membership but is 
accused of not meeting the necessary 
standards on respect for human rights. 
Also on the agenda are future relations 
with African. Caribbean, and Pacific 
countries, and the coming 
renegotiation of the Lome Convention 
with those countries, as well as 
relations with the former states of 
Yugoslavia. 

UN looks into Afghanistan 

Two United 

Nations 
missions travel 
to Afghanistan 
to investigate 
the treatment 
of women in 
UN -funded 
projects in 
areas controlled 
by the ruling TaJeban including the 
capital. Kabul. A mission from the 
UN's World Health Organisation based 
in Geneva plans to investigate 
allegations that strict rules on 
segregation of the sexes by the 
Taleban, which has adopted a purist 
form of Islamic law. are denying 
adequate medical treatment to women. 
Another mission from UN 
headquarters in New York hopes to 
draw up common guidelines for all UN 
agencies, donors and voluntary 
organisations working in the country. 

CBI conference 

The Confederation of British Industry, 
the employers 1 federation, opens its 
annual conference in Birmingham with 
speeches from Gordon Brown, the 
chancellor of the exchequer and Wim 
Duisenberg. president of the European 
Monetary Institute and candidate for 
the governorship of the European 
Central Bank. William Hague, the 
Conservative opposition leader, will 
also speak. Tony Blair, the prime 
minister, will address the conference 
on Tuesday, its second and final day. 
via video link. 


War on poverty 

A UN-sponsored international 
conference on global urban poverty' 
opens in Florence. Italy, with 
participants from governments, local 
authorities and non-governmental 
organisations. The four-day conference 
is expected to launch an international 
forum on urban poverty linking all 
organisations active in fighting poverty 
at a local level, including community 
groups and nongovernmental 
organisations as well as governments 
and local authorities. 

Big picture 

Christie's in New York stages the sale 
of the $125m art collection of Victor 
and Sally Gam. 


Other economic news 

Monday: Japan's trade 
balance, due out at some 
point this week, is expected 
to show an increased surplus 
during October. Some fore- 
casters are looking for an 
increase or over 100 per cent 
year-on-year, reflecting 
strong exports and weak 
domestic consumption. 
Tuesday: The UK retail price 
index, excluding mortgages, 
is expected to have risen by 
at an annual rate of 2.7 per 
cent last month, the same 
rate as in September. 
Wednesday: The markets 
will be keenly awaiting UK 
unemployment data for 
October. Unemployment Tell 
only moderately in Septem- 
ber but some forecasters are 
looking for more a more 
robust fall in October. 
Thursday: The Spanish 
headline consumer price 
index for October is expected 
show that Spain remains on 
target to meet the Maas- 
tricht Treaty's inflation cri- 
terion. The markets are 
looking for a year-on-year 
rate of 2.0 per cent. 

Friday: Core US producer 
prices are forecast to have 
risen by an annual OJj per 
cent in October, a slight 
pick-up from the previous 
months. 



South African business wiU this week defend its record under apartheid to the Truth and ReconcEatron Commission 


Aids summit 

Nigeria bolds a two-day national 
summit in Abuja on Aids and how to 
prevent the spread of the disease and 
its potentially damaging economic 
consequences. 


Survey 

Norway. 

Holidays 

Bolivia. Cayman Islands, France. 
Mozambique, Panama, Tahiti. 


TUESDAY 


Apartheid probe 

South Africa's Truth and 
Reconciliation Commission, seeking to 
achieve a full understanding of the 
political conflict between 1960 and May 
1994. will listen to the views of 
business and unions about their roles. 
Three days have been set aside for the 
hearings in Johannesburg. Apart from 
looking at relations between unions 
and employers, and the impact of 
apartheid on the economy, the 
commission wants to investigate the 
part played by the defence industry, 
companies producing security 
apparatus, and the effectiveness of 
sanctions. The Chamber of Business, 
which represents many companies, will 
challenge the perception that 
businessmen grew wealthy on the back 
of the apartheid system. It claims the 
opposite to have been the case, with 
apartheid exacting a high price in 
terms of violating human rights, 
imposing restrictions on labour, 
limiting the development of skills and 
causing reductions in productivity 


through loss of motivation. These 
submissions are likely to be vigorously 
opposed by the unions. 

Bonn warning 

The Bonn finance ministry's special 
tax estimates committee is expected to 
forecast renewed revenue shortfalls for 
this year and next. Theo Wajgel, 
finance minister, has already imposed 
a near-total freeze on federal 
discretionary spending in anticipation 
of bad news that could raise new 
questions over government hopes of 
meeting the Maastricht Treaty’s public 
deficit criterion for economic and 
monetary union. 

Japanese welcome 

The Japanese government welcomes 
Chinese premier LI Peng on a visit to 
commemorate the 25th anniversary of 
the normalisation of Japan-China 
relations. During his six-day visit he 
will meet the Emperor and prime 
minister Hashimoto, and visit 
automotive and electronics 
manufacturers. 

Crash probe 

The World Motor Sport Council holds 
its hearing in Paris into Michael 
Schumacher's collision with Jacques 
Villeneuve in the final round of the 
Fomula 1 world championship at Jerez, 
Spain. 

Holidays 

Angola, Belgium, Bermuda, Bhutan, 
Canada, France, French Guiana, 

French West Indies, Guam, Maldives, 
Netherland Antilles, New Caledonia, 
Poland, Puerto Rico, Tahiti, US Virgin 
Islands. 


WEDNESDAY 12 


Unabomber trial 

The trial begins in Sacramento, 
California of Theodore Kaczynsky, 
suspect in the so-called Unabomber 
case; Kaczynsky is accused of siting 
three people and injuring 23 during an 
anti-technology bombing campaign 
between 1978 and 1995 in which 
scientists and business executives were 
the targets. 

Trade effort 

Negotiators meet in Geneva to spur 
World Trade Organisation talks aimed 
at reaching a global pact on 
liberalising financial services by the 
December 12 deadline. Washington 
walked away from an earlier deal in 
1995, Insisting on better offers from 
advanced emerging economies to open 
their banking, Insurance and securities 
markets to foreign competition. 
However, the currency crisis in 
south-east Asia has cast a shadow over 
the WTO talks by inhibiting the 
countries affected from mailing 
ambitious liberalisation proposals. 

Adams address 

Gerry Adams, president of Sinn FSin, 
the Irish republican party, addresses 
the French National Assembly’s 
committee on foreign affairs at the 
invitation of senior Socialist deputy 
and former culture minister Jack Lang. 

Load of tack 

Sotheby's annaal London racing sale 
includes the seven saddle cloths worn, 
by the horses bn which top jockey 



F ranki e Dettori rode his seven winners 
at last year’s Ascot Festival, expected 
to fetch £5,000 ($8300)- 

Sunray 

Belgium. 

Holidays 

Bhutan. India, Maldives, Taiwan. 


THURSDAY 


Plane speaking 

• EU industry 
ministers 
meeting in 
Brussels will 
have their first 
discussion on 
C ommiss ion 
proposals to 
reduce 

drastically aid 
to the shipbuilding sector by the year 
2000. They will also have a discussion 
on the European aerospace industry 
following a Commission paper 
published earlier this year which 
suggested that restructuring Airbus 
Industrie, the European consortium, 
would be in Europe’s interests. A 
debate on research and development as 
a factor of competitiveness is alBa on 
t he agenda. 

Turner sale 

A dramatic and enrol ng watercolour of 
the Channel shipwreck of an East 
In dia man, the Halsewell, painted by 
TUmer in around 1816 is one of the 
highlights of Sotheby’s sale of 18th and 
19th century British drawings and 
watercolours. The painting, from a 
private collection, is expected to fetch 
between £200,000 and £300,000 
($332,0004498,000). 

Money talks 

Farmer UK chancellors of the 
exchequer Kenneth Clarice and 
Norman Lamant take part in the 
Cambridge Union debate “This House 
is afraid of the EMU”. 


Survey 

Business of Space. 

Holiday 

Bhutan. 


FRIDAY 


Francophone summit 

Hanoi hosts the two day Francophone 
summit of French-speaking nations, 
the first time the group has met in 
Asia. Delegates and heads of state are 
expected to attend from 49 countries, 
including French President Jacques 
Chirac. It will be the biggest 
International event staged by Vietnam 
and will be a strain for the capital, 
which has received French funding to 
build a convention hall for the event 
Holding the summit in Hanoi will have 
symbolic rescnaacefor some as 


10 1997 


Vietnam was the first French eotonj to 
SSmms in a bid for independence 
from Paris, which it eventually won 
j£er the battle of Dien Bieu _ Phu in 
1954. French companies such •» 
Lyonnaise des Eaux, Total and -GW 
lithom are hoping for contracts as a 
nsraltof a visit by Chirac in the two 

days before the summit. 

Russian visit 

Russian foreign minister Yevgeny 
Primakov arrives in Tokyo for talk* 
with Japanese foreign minister Kelzo 
Obuchi in an exchange of view* on 
bilateral and other international issues. 

Atlantic view 

The Peace Research Institute holds its 
annual two-day Conference in 
Wiesbaden. Germany, on 
transant lactic relations in transition. 

Surveys 

Private Finance Initiative; Nuclear 

Industry 

Holidays 

British Virgin Islands. Guinea-Bissau. 
Jordan, Sri Lanka. Myanmar. 


a 


SUNDAY 


Nato question 

Hungary holds a referendum on 
whether to join the North Atlantic 
Treaty Organisation, as promised by 
the ruling Socialist Party when they 
were in opposition before the 1994 
elections. Poland and the Czech 
Republics, the other countries invited 
to join the alliance, will not be holding 
votes. All the main Hungarian parties 
support Nato membership. Recent 
opinion polls show around 60 per cent 
supporting membership, but with only 
some 52 per cent planning to vote. 


Compiled by Roger Beale. 
Fax: (+40 (0)171 873 3196. 
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Statistics to be released this week 
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Statistics, curtasyStati&tiS Poofs MU& 


ACROSS 

1 Leave aide gets in foil (6> 

4 The brewed ale there is 
heavenly! iSf 

9 Fresh meat sailors swal- 
lowed (6) 

10 He's smart to order pets (8) 

12 Deny a key's stupidly mis- 
laid outside (8) 

13 Squirm, like a man after a 
summons? (6) 

15 Welshman's platform (4) 

16 Aunts eager to make prom- 
ises (10) 

IS Secret belief no) 

20 A feature of Sicily and 
French North Africa (4) 

23 Bill for publicity (6) 

25 Female freedom fighter in 
F. Times puzzle (81 

27 In current use (8; 

28 Jam - thinly applied? (6) 

29 Had a fight and was 
thrown out (8) 

30 Joiners' instruments giving 
angles that aren’t correct 
( 6 ) 


DOWN 

1 Shared a dividend after 
dropping a point (7) 

2 Runyan's pilgrim converted 
rich saint (9) 

3 Having a disease lays me 
out <6) 

5 Up-market transport f4) 

8 Sinner he reformed to put 
in a hallowed place (8) 

7 Incident on Orient Express? 
(5) 

8 Declines to give oral classes 
(7) 

11 Notes the time (7) 

14 Same find it slow, but natu- 
rally- it’s lively (7) 

17 Free of entanglements (9) 

18 Get out of the way (8i 

19 Policemen make very little 
money (71 

21 Play-giri (7) 

22 A group often described as 
vicious (6) 

24 Express contempt for 
prophet without a name (5) 

26 The last thing one might be 
taken for (4) 



MONDAY PRIZE CROSSWORD 

No.9,528 Set by DANTE 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post- These prizes are available 
only to winners living in England, Scotland and Wales. Winners with 
overseas addresses w£U receive a set of silver-plated place name bases 
and cards. Solutions tor Thursday November 20. marked Monday Cross- 
word 9£28 on the envelope; to Financial Times, l Southwark Bridge, 
London SEl UHL. Solution on Monday November 24. Please allow 28 
days for delivery of prizes. 

Name — 


Solution 9,516 


WINNERS 9,516: M. Jones, London NIC; DJL Herbert, 
Glenfield, Leicestershire; Joan Hofctetter, London SEll; 
Angela Woolley. Amlngton, Staffs. 
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MORSE 
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Open 

Your mainframe has gone to meet its 
maker. Now you have open systems, 
cferrt/server architecture, distributed 
processing - call it what you wffl. 

It works. But now there are 300 
budding IT Directors on the network 
doing their own thing. And it's your job 
to manage it 

View 

Hewtett-PacfcarcTs Open View is a suite 
of tools that works as your eyes and 
ears on the network. Open View can 
also distribute software, reduce 
system bottlenecks and fix faults. 
What’s more, it looks after multiple 
platforms, inducSng UNK and NT. 

Prevent your "Open’ dream becoming 
your worst nightmare. Call to arrange a 
visit to our Enterprise Computing 
Centre to see Open View in action. 
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